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EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL ON WAGE AND PRICE STABILITY 

726 JACKSON PLACE, N.W. 
WASHINGTON, D.C. 20506 



resident 
hite House 

Mr. President: 

sed is the ninth quarterly report on the activities of the Council 
ge "and Price Stability as required by Section 5 of the Council on 
and Price Stability Act. This report covers the Council's opera- 
during the three-month period October 1976 through December 1976. 

:tions of the Council during that period are listed in Chapter I. 
2rs II and III elaborate on the Council's studies, reports, testi- 
smd filings before government agencies during the fourth quarter of 
The studies currently underway are discussed in Chapter IV. Many 
sse will be released during the first quarter of 1977. 

j know, a new Council has been appointed since your inaugural. We 
urrently reviewing the appropriate role the Council should play in 
dministration's economic program. For the present, the Council 
:ontinue its studies of the private sector, evaluating particular 
and wage increases as well as industry-specific factors that shape 
it and future price movements. The evaluation of the costs and 
its of various government regulations will also continue. 

Respectfully, 




Charles L. Schultze 
Co-Chairman 

ll ifrr ( fl ^ I) 




W. Michael Blumenthal 
Co-Chairman 





> Superintendent of Documents, U. S. Government Printing Office 
Washington, D. C. 20402 
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COUNCIL AUTHORITY 

Congress created the Council by enactment of the Council on Wage 
and Price Stability Act on August 20, 1974 (Public Law 93387) This Act, 
which contained an expiration date of August 15, 1975, was amended and 
extended until September 30, 1977, by Congress 1 enactment on August 9, 
1975, of the Council on Wage and Price Stability Act Amendments of 1975 
(Public Law 9478, signed on August 9, 1975). The text of the Act, as 
amended, is set forth in Appendix B. 

It is the Council's responsibility under the Act to monitor and 
analyze inflationary activities throughout the economy. In the private 
sector, the Council examines price and wage activities for inflationary 
impact. The Council conducts comprehensive studies of certain major 
industries as well as investigations of specific price or wage increases 
as they are announced. These investigations are intended to discover 
whether price increases are warranted by cost or demand considerations. 
In some instances, the Council has held public hearings to gather data 
and has issued public reports of its findings. Where the Council has 
found a wage or price increase to be inflationary, it has issued public 
statements of its findings and, on occasion, has requested a delay or a 
reduction in the increase. 

The Council also reviews the activities and programs of the depart- 
ments and agencies of the Federal Government to discover whether they 
have any inflationary impact. It does this in two ways. First, pursuant 
to Executive Orders 11821 and 11949 and OMB Circular A-107, the Council 
reviews the "economic impact" analyses that the Executive branch agencies 
are required to make of proposed rules and regulations that would have a 
"major" economic impact. Second, with respect to the independent regu- 
latory agencies as well as the Executive branch agencies, the Council, 
pursuant to its statute, "review(s) and appraise(s) the various programs, 
policies, and activities of the departments and agencies of the United 
States for the purpose of determining the extent to which those programs 
and activities are contributing to inflation; and intervene(s) and 
otherwise parti cipate(s) on its own behalf in rulemaking, ratemaking, 
licensing and other proceedings before any of the departments and agencies 
of the United States, in order to present its views as to the inflationary 
impact that might result from the possible outcomes of such proceedings." 

The Council has no legislative authority to impose mandatory controls 
on prices, wages, and interest, rents, profits, dividends or other 
payments, nor has it the authority to prevent or delay any federal 
agency action. 



CHAPTER I 
THE QUARTER AT A GLANCE 

The following chronology highlights activities of the Council or 
Wage and Price Stability during the fourth quarter of 1976, Chapter 
elaborates on the background and content of many of these actions, 
The numbers appearing in parentheses below refer to the Council's pre 
releases dealing with these actions, 

October 4; The Council released its staff report, State and Loc 
Government Employee Compensation Data Needs. 

October 6; The Council criticized regulations proposed by the 
Securities and Exchange Commission requiring national securities ex- 
changes and national securities associations to collect quotations ir 
eligible securities for dissemination to quotation vendors. (CWPS-1S 

October 7: The Council filed comments opposing an application t 
the Civil Aeronautics Board by Eastern Airlines requesting permissior 
discuss joint procurement of aircraft with other air carriers* (CWPS 

October 13: The Council filed comments with the Food and Drug 
Administration pointing out difficulties in proposed regulations thai 
would require percentage ingredient labeling of baby foods and sugges 
ing that benefits of the rules be considered further, (CWPS-198) 

October 14-15: The Council held the first hearing in its secom 
round of hearings on health care costs. This hearing was held in Phi 
delphia. (CWPS-197) 

October 21: The Council held the second of its current round 01 
health hearings in Houston. (CWPS-199) 

October 21: The Council commented favorably on regulations pro- 
posed by the Federal Trade Commission requiring used car dealers to 
supply disclosure statements on the previous history of used vehicle? 
offered for sale and prohibiting them from making misleading oral 
statements about these vehicles. (CWPS-200) 

October 22: The Council urged prompt consideration by the Civi' 
Aeronautics Board of a request by Midway Airlines, Inc., a new carrii 
to provide short-haul, commuter-type service out of Chicago*s Midway 
Airport, (CWPS-2Q2) 

October 27; The Council released its staff report on 1977 auto- 
mobile prices, (CWPS-2Q3} 
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October 27: The Council criticized a proposal by the Environ- 
mental Protection Agency to regulate the underground injection of 
liquid wastes. [CWPS-204) 

October 28: The Council held its final hearing in the second 
round of hearings on rising health care costs. This hearing was hel 
in Miami, (CWPS-201) 

October 29; The Council petitioned the Interstate Commerce Com 
sion to reconsider its regulations concerning findings of market dom 
under the Railroad Revitalization and Regulatory Reform Act. (CWPS- 

November 3: The Council filed comments supporting the Food and 
Drug Administration's proposed regulation requiring patient-directed 
labeling of estrogens intended for general use. (CWPS-206) 

November 4: The Council filed a petition with the Federal Avia 
Administration urging that Washington-area commuters be allowed to u 
the Dulles Airport access road. (CWPS-207) 

November 9: The Council released its staff report. The Respons 
ness of Wholesale and Retail Food Prices to Changes in the Costs of 
Food Production and Distribution. 

November 9: The Council filed comments with the Department of 
Health, Education and Welfare criticizing its proposal to restrict t 
use of funds for assistance to senior centers, (CWPS--208) 

November 15: The Council filed comments in support of the peti 
of Pan American World Airways before the Civil Aeronautics Board whi 
would allow the airline to fill up unused spaces on international fl 
with passengers destined for intermediate domestic stops. (CWPS-209 

November 22: The Council filed comments before the National Oc 
and Atmospheric Administration criticizing its proposal to establish 
procedures for state and local governments in coastal areas to recei 
energy impact assistance. (CWPS-210) 

November 24.: The Council, in comments filed with the Interstat 
Commerce Commission, urged ICC to modify its proposal establishing p 
cedures which are supposed to make it easier for railroads to pub! is 
separate rates for distinct accessorial services, These services ar 
presently packaged with transportation services, (CWPS-212) 

December 1: The Council filed comments before the Interstate 
merce Commission urging that household movers be allowed to use more 
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December 1; The Council's Assistant Director for Government Opera- 
tions and Research , James C s Miller III, testified before the Secretary 
of Transportation with regard to a proposal that the federal government 
provide financial support to aircraft operators to assist them in meet- 
ing mandatory reductions in aircraft noise, (CWPS-214) 

December 2: Council Assistant Director James C. Miller III addressed 
the American Management Association's First National Forum on Business, 
Government, and the Public Interest concerning regulatory reform. (CWPS- 
215) 

December 2: The Council released a preliminary staff report on its 
study, conducted at the request of President Ford, of the announced 
increases in list prices of sheet steel products, scheduled to take 
effect on December 1, 1976. (CWPS-216) 

December 7: The Council submitted testimony to the International 
Trade Commission regarding the Commission's intention to reinvestigate 
importation of footwear, (CWPS-217) 

December 13: The Council filed comments before the Civil Aero- 
nautics Board in support of a request by Rocky Mountain Airways, Inc. 
that it be allowed to operate commercial aircraft of a size exceeding 
that permitted under the Federal Aviation Act and the CAB's Economic 
Regulations, (CWPS-218) 

December 17: The Council's Acting Director, William Lilley III, 
and Assistant Director James C. Miller III testified before the House 
of Representatives Subcommittee on Economic Stabilization. Their 
testimony reviewed the functions and activities of the Council. (CWPS-219] 

December 20: The Council filed comments before the International 
Trade Commission against increasing the level of tariffs or restrictive 
quotas intended to protect sugar producers against import competition, 
(CWPS-220) 

December 22: The Council released its staff report, The Complex 
Puzzle of Rising Health Care Costs: Can The Private Sector Fit It 
Together? The report provides an analytical summary of the Council's 
six public hearings on rising health care costs and a compendium of 
labor-management innovations in reducing health care costs. 

December 29: The Council released its staff report, Price In- 
creases and Capacity Expansion in the Paper Industry. 
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CHAPTER II 
MONITORING THE PRIVATE SECTOR 

The Council's responsibility to identify and analyze 
inflationary influences in the economy extends to both the pri 
and the public sectors. Inflationary influences in the pri vat 
sector are evaluated by the Councils Office of Wage and Price 
Monitoring. The Council's Office of Government Operations and 
Research is concerned with examining the inflationary potentia 
federal regulatory policies. Details of the past quarter acti 
of this office will be found in Chapter III. All of the Counc 
filings in the public sector and its wage and price studies in 
private sector are available to the public. A list of them ma, 
be found at Appendix D. 

The Council's responsibility to identify and analyze infl 
tionary influences in the private sector extends to long-term 
structural factors that may affect price and wage movements, a 
well as to specific price increases. 

In its pricing studies, the Council's Office of Wage and 
Monitoring investigates capacity, profit, price, demand, and s 
conditions in individual industries or sectors. It also analy 
structural features and changes in the general economic enviro 
ment industrial concentration, noncompetitive practices, coi 
parative price behavior, and other factors -- that may affect 
performance of the economy with respect to prices. These stud 
are used, where appropriate, to urge firms to exercise price 
restraint. 

In monitoring wages, the Office cooperates with labor and 
management to improve the structure of collective bargaining, 
also conducts general wage studies and strives to improve wage 
data bases in both the public and private sectors of the econoi 



A summary of the studies completed and released this quarter 
follows. A description of the Council's current studies, under 
way but not yet completed, may be found in Chapter IV of this 
Quarterly Report. 



PRICE MONITORING 

Prices of 1977 Automobiles 

The Council, in continuing to monitor automobile prices, re- 
leased on October 27th its second annual staff report on price changes 
in this industry (see also 1976 Automobile Prices, November 11, 1975; 
and Automobile Prices: January 1976, January 12, 1976) . Automobile 
sales in the United States recovered sharply during 1976. Sales for 
the 1976 model year, which began in October 1975, were up 21.4 per- 
cent from the 1975 model year an increase of 28.9 percent for 
domestic makes and a decline of 9.7 percent for foreign makes. Total 
sales, however, were still 16.1 percent below the 1973 peak of 11,818,501 
with the volume of imports at a level 21.2 percent below that attained 
in the 1973 model year. Although the market share of imported auto- 
mobiles during 1976 was below its August 1975 peak of 21.8 percent, it 
is likely that at least part of this decline is due to cyclical 
factors. As the recovery continues, foreign car sales will probably 
account for about 15 percent of the market, the share realized in both 
the 1973 and 1974 model years. 

Domestic Auto Prices 

In the Fall of 1976, prices of 1977 model year automobiles were 
announced by the four domestic producers. The 5.9 percent increase 
in the price of an average equipped car over prices of corresponding 
1976 models slightly exceeded the rate of increase in consumer prices 
during the model year. Optional equipment prices increased by a 
somewhat greater percentage -- 6.2 percent at the wholesale level. 
With the exception of American Motors, whose price increases were 
somewhat lower than the other companies, there was very little 
difference among companies in announced average price increases: 
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Price Increase, 1976-77 


Industry 
Prices 


Base 


Gar 


Base Car Adjusted 
for Standard 
Equipment Changes* 


Base Car 
Average Op 
Equipment 


Average Retail 


$268 


5.9% 


$265 


5.8% 


$333 


5. 


GM 


279 


6.0 


269 


5.8 


338 


5. 


Ford 


267 


5.6 


271 


5.7 


336 


5. 


Chrysler 


215 


5.0 


261 


6.2 


333 


6. 


American Motors 


311 


9.2 


177 


5.1 


228 


5. 


Average Wholesale 


$217 


5.9% 


$214 


5.8% 


$266 


5. 


GM 


226 


6.1 


217 


5.8 


270 


5. 


Ford 


216 


5.7 


218 


5.7 


269 


5. 


Chrysl er 


171 


4.9 


209 


6.0 


266 


6. 


American Motors 


249 


8.8 


142 


4.8 


183 


5. 



*Where amounts in this column exceed those for "Base Car," equipment 
which was standard in 1976 became optional in 1977; where these amoun 
are less than for "Base Car," formerly optional equipment became stam 

There were substantial variations in price increases among diffei 
size-classes of cars. Compact and mid-size cars experienced the largi 
percentage price increases 6.4 and 6.9 percent, respectively. FuT 
size car prices increased 5.6 percent, and subcompact prices increase* 
only about 4 percent. American Motors, which increased its prices foi 
most cars less than its competitors, increased the price of its sub- 
compacts more, by 4.7 percent. In general, the price increases by 
size of car reflected the relative strength of the market for these 
cars . 

Producer Costs. Revenues, and Profits 

The automobile companies submitted data to the Council from whicf 



reflect adjustments for changes in the volume of production, product- 
mix, and labor productivity, and the Council's overall unit cost 
figures are somewhat lower than those furnished by the companies. 
In fact, because of volume increases in 1976, actual unit costs de- 
clined and profit margins widened compared to the previous year. 



Increase Since Preceding Year 



Year 


Cost Per 
Unit 


Net* Revenue 
Per Unit 


Before Tax Pro- 
fits Per Unit 


Profi 
Margi 


1972 






$365 


10.9% 


1973 


$168 


$158 


356 


10.2 


1974 


562 


331 


124 


3.3 


1975 


665 


647 


106 


2.4 


1976 


-19 


251 


376 


7.9 


1977 proj. 


335 


295 


336 


6.7 



From 1972 to 1976, average revenue per unit rose by $11 more than 
costs, but in percentage terms, unit costs increased by 46.2 percent 
compared to 41.5 percent for revenues. Projections for 1977 indicate a 
continuation in the trend of this price/cost relationship, and profit 
margins for 1977 are anticipated to be 4.2 percentage points below the 
1972 level. 

Wholesale and Retail Food Prices 

The Council's Staff Report, The responsi veness c>f Who! esal e and 
Retail Food Prices to Changes in the Costs of Food Production andT 
Distribution, addresses many of the questions that haunt discussions 
of where to put the blame for rising food prices: 

Are processing and distribution margins increasing more 
rapidly than the costs of performing these functions? 

Does market concentration in food processing, wholesaling, 
and retailing explain changes in margin levels or in the 
response of prices to change in underlying cost conditions? 
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Do food prices respond more rapidly to commodity price 
increases than to commodity price decreases? 

Have food prices become less sensitive to changes in pro- 
cessors 1 and distributors 1 costs in recent years? 

The Council ! s analysis of these questions takes three approaches: 
(l) v it examines the structure of relevant markets and the effect of 
the structure on food price behavior; (2) it traces the history of 
farm-retail price spreads since 1960 for 23 commodities; and (3) it 
summarizes an econometric study of the speed of response of retail 
and wholesale food prices to changes in commodity prices and other 
costs.* 

Market Structure 

Agriculture is one of the least concentrated industries in the 
United States. Although agricultural cooperatives control sizable 
market shares in a few markets, most are highly competitive. 

At the processing stage, industries are more concentrated, but 
rarely to a degree that would affect pricing. In a few industries, 
such as sugar refining, flour milling, and cocoa processing, concen- 
tration may be sufficient to convey some market power. In some other 
markets, such as bread baking, milk production, and soft drink bottling, 
local or regional markets are quite concentrated. Although the effect 
of concentration in local areas was not examined in this study, the 
overall degree of concentration in the processing industries does not 
appear to be related to the speed with which retail prices respond to 
changes in farm prices. 

Grocery wholesaling is commonly performed by large independents 
or by vertically integrated supermarket chains, so that this market 
is generally shaped by the structure of food retailing. Retail 
chain-store operations may be fairly concentrated in local areas, 
and the degree of concentration appears to be inversely related to 
the size of the area; that is, a chain store will probably have more 
market power in a small city than in a large one. 



* This study was conducted for the Council by Dr. Dale Heien. It 
has been published separately as a technical paper entitled "A Study 
of the Relationship between Farm Level Prices and Retail Food Prices, 11 
and it is available from the Council upon request. 



Farm-Retail Price Spreads 

For each of the 23 food products studied, the difference between 
retail and farm prices has increased since 1960; in fact, the average 
spread has nearly doubled. This largely reflects the general infla- 
tion, for -- on average the farmer's share of the retail food 
dollar has not declined for these products. Hence, it cannot be 
aserted that food-price inflation is due solely to "middlemen." 



Item 



I960 



Farm-retail 
Price Spread 
1975 



Farmer's Share 
of Retail Value 



1960 



1975 



Choice beef 


28. If 


53. H 


65% 


64% 


Pork 


27.2 


48.1 


51 


64 


Broilers 


17.8 


26.2 


57 


59 


Grade A eggs 


19.8 


26.2 


65 


66 


Grade A whole milk 


25.2 


37.3 


47 


52 


Butter 


20.5 


35.2 


72 


66 


Apples 


10.6 


22.2 


37 


35 


Fresh oranges 


48.4 


90.3 


35 


22 


Frozen orange juice 


14.0 


19.6 


37 


30 


Fresh tomatoes 


20.2 


34.0 


36 


41 


Canned tomatoes 


14.0 


30.4 


12 


14 


Lettuce 


13.2 


27.7 


39 


33 


Fresh potatoes 


45.1 


89.0 


35 


34 


Frozen french 










fried potatoes 


12.0 


20.8 


29 


19 a/ 


Long grain rice 


13.6 


32.7 


34 


30 a/ 


White pan bread 


17.0 


29.2 


14 


19 


Salad and cooking oil 


33.8 


82.8 


29 


29 a/ 


Margarine 


18.9 


41.9 


27 


33 


Vegetable shortening 


55.9 


117.0 


31 


39 a/ 


Sugar b/ 


36.8 


105.4 


36 


43 a/ 



Note: Soft drinks and chocolate bars are not included due to a lack of 
farm value data on each. Fresh orange juice, a seasonal product, 
whose price spread is not readily available is also not included 
here. 

a/ Preliminary 

b/ Unadjusted for government payments and taxes. 



When retail prices are adjusted for the costs of processing, 
wholesaling, and retailing, the farm-retail price spread for most 
products does not widen over the 1960-76 period, even during the 
sharp food price increases of the last three years. This is also 
true of the farmer's share of food expenditures. 

The Speed of Farm Pri ce Adjustment 

On average, it requires about three months for one-half of the 
impact of a change in farm price to be recorded in the retail price of 
food; about half the impact on wholesale price is recorded within one 
month of the farm price change. The degree of processing appears to 
have a major bearing on the speed of response of specific wholesale 
and retail food prices to farm price changes. Prices of highly 
processed foods, such as white bread, are slower to reflect changes 
in farm prices than are prices of produce. 



Total Impact Number of Mo 

of One Percent Month in Which in which One 

Change in Farm Maximum Impact of the Total Im 

Value on Retail Farm Value on Re- of Farm Valu' 

Commodity Price tail Price Occurs Retail Price 



Choice beef 


.36% 


4 


3.6 


Pork 


.46 


3 


2.2 


Broilers 


.44 


3 


2.0 


Grade A eggs 


.50 


2 


1.7 


Grade A whole milk 


.11 


2 


1.2 


Butter 


.46 


2 


2.0 


Apples 


.13 


2 


1.0 


Fresh oranges 


.14 


3 


2.2 


Fresh orange juice 


.09 


3 


3.2 


Frozen orange juice 


.17 


3 


2.6 


Canned tomatoes 


.23 


4 


2.8 


Lettuce 


.14 


1 


.8 


Fresh potatoes 


.50 


2 


1.8 


Frozen french fries 


.15 


3 


3.8 


Long grain rice 


.66 


5 


4.6 


Bread 


.32 


5 


4.4 


Salad oil 


.42 


4 


4.0 


Margarine 


.38 


4 


4.2 


Shortening 


.40 


3 


3.4 


Soft drinks 


.42 


3 


2.4 


Chocolate bars a/ 


, .05 


3 


2.8 


Sugar 


.71 


3 


2.2 



a/ Farm value is for raw sugar, not cocoa beans. 
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In recent years (1971-75), farm price changes have been passing 
through to retail prices more rapidly than during the 1960-70 period. Gen 
erally, there appears to be no difference in how fast retail prices 
respond to farm price increases compared with decreases. 

Ri si ng Heal th Care Costs 

With the December release of The Complex Puzzle of Rising Health 
Care Costs: Can the Private Sector Fit It Together? , the Council sum- 
marized and analyzed its efforts to date to discover the reasons for 
the precipitous rise in prices of medical care and to explore ways of 
controlling these costs. Medical care expenditures have almost tripled 
in the last decade and represent an ever-increasing share of GNP. A 
large portion of this increase is attributable to price inflation 
rather than greater use of health care services. The excessive infla- 
tion in this sector continues: The Consumer Price Index rose 5.5 per- 
cent from September 1975 to September 1976, but physicians' fees and 
hospital charges rose 11.6 and 12.0 percent, respectively. 

Background 

The Council's first study of health costs, The Problem of Rising 
Health Care Costs, which was issued April 1976 but is included as an 
appendix to the December 1976 volume, documented the extent of infla- 
tion in health care services and assessed its impact on consumers, 
labor, industry, and government. It also examined the unique struc- 
tural characteristics of the industry -- the prevalence of third- 
party payments, health insurance financing, high levels of government 
support, the physician's role, and the rapid pace of technological 
change. 

The study found that health care prices have been increasing much 
faster than other prices in the economy due to several factors: im- 
provement in the quality of services provided, the "bulge" effect 
following the ending of wage and price controls in April 1974, and sharp 
increases in factor costs. The structure of the health industry also 
contributes to long-run upward price pressures; demand is boosted by 
third-party payments that obscure the impact of health expenditures on 
household budgets, and incentives to reduce costs and improve efficiency 
are weak. Although benefits are difficult to calculate, indications are 
that large additional expenditures on medical care may be a high-cost 
way of improving national health. 
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During the preparation of the Council study 5 it became apparent 
that union and management officials are becoming increasingly alarmed 
over the escalating cost of employee health care benefits. Many 
innovative efforts are being made within the private sector to deal 
with this problem, but little was known about these programs, 
scattered as they are across the country. 

The Council, feeling that corporate and union officials might 
profit from knowledge of what their colleagues were attempting in 
this field, held a series of six public hearings addressed to the 
problem of rising health care costs. The hearings highlighted 
specific programs instituted by employers, unions, providers, in- 
surers, and others to curtail these costs. The hearings were held 
in New York on June 20-21, in Chicago on July 20-21, in San Francisco 
on August 10-11, in Philadelphia on October 13-14, in Houston on 
October 21, and in Miami on October 28, 1976. 

On September 17, pursuant to the first of these hearings, the 
Council released a report comprising six case studies describing in 
detail some innovative techniques on the part of the private sector 
for dealing with medical care inflation and the rising cost of 
benefit programs; a compendium to the report lists another 119 
projects, organized by type of innovation and alphabetized within 
each section under the sponsoring union or employer. This report, 
entitled Labor-Management Innovations in Controlling the Cost of 
Employee Health Care Benefits, is also included in the December 1976 
summary volume, as an appendix. 

The Problem 

Much of the testimony received from representatives of companies, 
unions, and public agencies stressed the burden that higher health 
care costs places on profits, wages, taxes, levels of insurance 
coverage, and the budgets of uninsured or underinsured individuals. 
Testimony from providers of medical care pointed out deficiencies 
in the price and expenditure data they do not account for im- 
provement in productivity and quality of medical care and for the 
larger proportion of elderly people in the population. 

Hospital Costs. Providers cited underpayment of hospital costs 
by Medicare and Medicaid, as well as steep increases in labor and 
malpractice insurance costs, as factors that have pushed health care 
prices up. Many other participants mentioned that the inherent 
tendency of the health care system to overexpand is also a cause of 
cost increases: hospitals have a surplus of available beds and tend 
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The Payment Mechanism. Third party payments, through public 
and private insurance systems, now cover more than two-thirds of total 
health care expenditures and more than nine-tenths of hospital expendi- 
tures. This system insulates market participants from the direct 
forces of supply and demand; consumer budgets are not immediately 
affected by how much medical care is used and providers have little 
incentive to be efficient in production. The immunity of household 
budgets from a larcfe part of the impact of health care expenditures 
was cited by many observers as the cause of the passive role of con- 
sumers with regard to their own health care; they fail to exercise 
good health habits as a preventive measure, and they lack knowledge 
about alternative prices and methods of treatments. 

The characteristics of particular health insurance plans may help 
shape both the type and the cost of health care supplied. For instance, 
retrospective cost reimbursement may encourage excessive or unnecessary 
use of expensive services or procedures; where reimbursement by public 
agencies falls below actual cost, the difference may fall on private 
patients; patients may be kept in hospitals longer, or in preference 
to other facilities, because their insurance covers hospital services 
but not home care or nursing home services. 

Government Regulation. Many health care providers pointed to 
prolific, often overlapping, and sometimes inconsistent federal and 
state laws and regulations as a major source of unnecessary cost. 
Over regulation increases both compliance and administrative costs, 
and several witnesses remarked on the absence of any cost-benefit or 
effectiveness analysis of government programs. Apart from the paper- 
work burden, meeting the many standards for staffing, services, 
building construction, and so forth have increased both capital and 
operating expenses. In addition, the subsidization of new hospital 
construction may have contributed to excess hospital capacity, and 
the medicare system may have prevented the conversion of these beds 
into needed beds in nursing homes. On the other hand, the lack of 
community planning on a local or regional level was often cited as 
a cause of overexpansion and duplication of facilities. 

Programs to Control Health Costs 

Many large purchasers of health insurance, such as companies, 
unions, and public agencies, are experiencing annual insurance cost 
increases of 10 to 25 percent, and this has led some of them to 
experiment with cost control programs. Some providers are also look- 
ing into ways to cut costs, and there were several suggestions for 
ways government could reduce the rate of health care inflation. 
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Private Efforts. In several areas, large consumers of health 
insurance are attempting to participate directly in health care manage- 
ment. These efforts have taken several directions. For example: 

Corporate or union representatives have become involved 
on hospital boards and planning agencies, trying to 
induce more cost-conscious decisions. 

Some companies are trying to improve consumer incen- 
tives to monitor their own health costs by maintaining 
cost sharing provisions in their health benefit plans. 

The opinion of a second physician may be required 

before permitting elective surgery or to review the 

need of a patient for hospital admission or for ex- 
tended hospital stays. 

In some cases, companies or unions have assumed control 
of health services provision by becoming self-insured 
or by supporting alternative delivery systems, such as 
Health Maintenance Organizations. 

Many of these efforts have not met with the cooperation of pro- 
viders. Hospitals have been reluctant to provide financial records, 
which would allow review of cost-control potential and practices; some 
physicians 1 groups have resisted alternatives to the fee-for-service 
system, as well as second opinion and utilization review procedures. 
Several providers, however, did suggest ways cost control might be 
improved. Representatives of state hospital associations described 
programs involving group purchasing, shared services, and industrial 
engineering consulting services, which have resulted in lower costs. 
Other providers suggested using arbitration to reduce malpractice 
insurance costs and increasing the use of home health service systems. 

Regulatory Reform. Many witnesses suggested changes in existing 
government programs or the instigation of new programs to reduce or 
control health care costs. Hospitals and nursing homes were con- 
cerned with unifying and centralizing the Medicare and Medicaid pro- 
grams in order to reduce paperwork expense, and several witnesses 
recommended that proposed and existing government regulations be 
subjected to cost-benefit analysis. Areawide planning of health 
facilities in order to prevent construction or purchase of unneeded 
equipment was broadly supported by representatives of various groups; 
however, other witnesses cited planning failures or were skeptical 
of government intervention in the planning process. 



There was a widespread feeling that prospective, rather than 
retrospect! ve, reimbursement of hospital costs by Medicare, Medi- 
caid, and Blue Cross would provide greater incentive for providers 
to cut costs. Several states reviewed their successful experiences 
with hospital rate regulation. The concept of universal health 
insurance coverage was generally endorsed by participants, but 
whether this should involve National Health Insurance and, if so, 
how it should be administered were matters of much debate. 

In general, providers of health services recognized the need 
for cost discipline in order to stem inflation in health care prices, 
but they preferred that it be exerted by the private sector. The 
many examples of innovative cost-control and alternative programs 
that were described in the Council's hearings give promise that a 
privately disciplined system is attainable. 

Paper Industry Prices and Capacity 

In connection with its mandate to review and analyze industrial 
capacity, demand, and supply in various sectors of the economy in 
order to encourage price restraint, the Council on Wage and Price 
Stability has initiated studies of pricing and investment behavior in 
several industries paper, textiles, and cement. These industries 
have been selected because they are widely believed to be subjected 
to capital shortage problems in the 1977-78 period which will result 
in bottlenecks and sharply rising prices. 

In an effort to ascertain the degree of validity surrounding 
fears of shortages in particular industries, the Council has begun 
this sector-by-sector analysis with a thorough study of investment 
behavior and its implications for product prices in the paper and 
allied products industry. The Council 's Staff Report, Price 
Increases and Capacity Expansion in the Paper Industry, was released 
in December. It was felt that an examination of investment decisions 
in this industry might prove generally instructive. In particular, 
the Council's analysis addressed the following questions: 

Is the prospective profitability of new invest- 
ment sufficient to attract capital to the paper 
industry? If not, how much will paper prices have 
to rise to restore equilibrium to the industry so that 
expansion may ensue? 

Have investment in pollution control facilities and 
other external forces operating upon the industry changed 
the investment behavior of firms in the paper industry, 
causing them to forego profitable investment opportunities 
because of the diversion of internal cash flow? 
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Will current projections of GNP generate extraor- 
dinary pressures upon paper industry capacity in 1977 
and 1978, leading to either shortages or rapidly 
escalating paper prices? 

The Industry 

The pulp and paper industry is highly capital intensive and 
requires a high level of capacity utilization for efficient produc- 
tion. It is one of the largest users of water in its production 
processes and, as such, is one of the industries most affected by 
pollution control requirements. 

The price of paper was relatively stable through 1972 but in- 
creased at an average annual rate of 16 percent in 1973 and 1974. 
Prices were stable in 1975 and rose by about six percent in 1976. 
Inflation and pollution control requirements have raised both 
operating and capital costs, but paper price increases have been 
more than sufficient to cover these cost changes, so that current 
industry profitability is considerably above that of the 1960's. 
In spite of this trend, the rate of capacity expansion has declined 
substantially since 1970. 

Prices. Paper prices have already risen enough to offset much 
of the recent cost increases caused by pollution abatement require- 
ments and general inflation, and no substantial "catch-up" price 
increases are required. However, in order for new investments to be 
profitable, paper firms must earn about 12 percent return on capital 
after taxes; this will require some further price increases. In some 
markets, such as corrugating medium and writing papers, current prices 
are very close to equilibrium, and little increase in excess of the 
inflation in operating costs will be required. In other markets, such 
as linerboard and tissue, prices will have to rise by a little more 
than the general inflation rate if equilibrium is to be restored and 
capacity growth is to occur. 

Steel Prices 

On November 24, 1975, National Steel Corporation announced in- 
creases of between six and seven percent in the prices of sheet steel 
mill products to become effective on December 1st; by November 29th, 
the eight other major U.S. sheet steel producers had followed suit. 
Qn ^ December 2nd, the Council issued its preliminary analysis of these 
price increases. The Council's opinion, based on its preliminary 
study, is that the December orice increase fnr shppt 
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shipments of automobiles and appliances. The Council has had a 
continuing involvement with pricing in the steel industry, both on a 
long-term basis and as an ad hoc response to specific price increases. 
A description of these studies may be found in the Council 's Quarterly 
Report dated July 1976 on pages 6 to 9. 

Recent Steel Price Behavior 

The price of sheet steel products was increased by six and one- 
half to seven percent in June 1976; this increase plus those in 
December amount to about 14 percent and this does not include an 
increase in extra charges that was added to the June price rise. 
This places the inflation in steel prices in recent years well ahead 
of the general inflation in wholesale prices. A comparison of per- 
centage changes in wholesale price indexes between 1972 and October 
1976 prior to the latest steel price increase indicates that 
price changes in sheet steel lagged behind those for other commodities 
until 1974, but they have generally changed more rapidly since. 

__ Total Changi 

Annual _ Change, Dec, to Dec. Jan. 1972 t< 
Wholesale Price Index 1972 1973 1974 1975 1976* Oct. 1976 



All Commodities 


6.3% 


IB. 2% 


21.1% 


4.2% 


3.6% 


59.2% 


Crude Materials, 














excluding food 


10.9 


31.4 


23.0 


4.5 


13.1 


108.2 


Industrial Commodities 


3.4 


10.7 


25.6 


6.0 


5.8 


60.7 


Finished Steel Prod 


1,7 


4.0 


41.8 


5.0 


6.8 


66.3 


Rails Standard, Carbon 


0.0 


4.3 


41.8 


14.1 


7.4 


81.2 


Structural Shapes 


0.0 


4.5 


38.5 


11.2 


7.0 


72.2 


Bars Reinforcing 


-5.3 


11.5 


76.5 


-16.0 


0.5 


61.6 


Sheets, HR Carbon 


4.8 


2.5 


40.9 


3.9 


5.8 


58.8 


Sheets, CR Carbon 


5.5 


2.2 


38.2 


3.7 


6.1 


68.5 


Sheets, Galvanized Carbon 


4.5 


2.3 


48.2 


6.6 


5.0 


69.6 


Pipe, Black Carbon 


0.0 


4.0 


43.0 


6.6 


6.3 


68.5 


Oil Well Casing 


0.0 


4.0 


44.9 


12.4 


4.0 


76.0 


Mechanical Tubing 


5.0 


5.9 


36.8 


0.9 


3.7 


59.2 



* Change from December 1975 to October 1976. 

Note that the Crude Materials Index was strongly influenced by 
petroleum, coal > and other energy prices during this period. 
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Production Costs 

During 1976, the rate of capability utilization in the produc- 
tion of raw steel has gone from less than 75 percent in January to 
more than 90 percent in May, declining to 80 percent in September, 
less than 75 percent in mid-November, and probably less than 70 
percent by year's end- In a highly capital intensive industry, 
such as steel, cost per unit of output is strongly influenced by 
the level of capacity utilization. As a general trend, there is no 
doubt that production costs of steel mill products have risen sub- 
stantially during the 1972-76 period probably somewhat faster 
than prices. A weighted cost average for four major producers in- 
dicates that costs had increased 74 percent by the second quarter 
of 1976, and this increase probably reached 77 percent by the third 
quarter; the price of sheet steel, with the December increase, will 
have risen 65-74 percent during this same period. 

Demand Conditions 

The automotive and appliance industries are major users of sheet 
steel, and consumer demand for these products strongly influences 
demand for sheet steel. While demand for many other steel products 
has remained depressed, that for sheet steel has shown some signs of 
recovery. However, shipments appear to have peaked in May and June 
of 1976 and have since declined. This may be because of an apparent 
slowdown in auto and appliance sales. 

In recent months, a number of steel producers have initiated 
production cutbacks and layoffs. Capability utilization is declining, 
and mill inventories increased from 16.4 million tons in January to 
18.9 million tons in September; consumer inventories stood very 
slightly lower in September than in January. An increase in imports 
during 1976 also serves to weaken the demand prospect for domestic 
steel. 

Profitability 

The weakness of steel markets and rising production costs have 
caused profitability in steel production to decline. In recent years, 
rates of return in the iron and steel industry have been below the 
average for all manufacturing; only during the period 1974-75 did they 
exceed return rates for all manufacturing. However, even though the 
level of profitability has been lower, it has increased at a faster 
rate, since 1972, than for all manufacturing. 



Because steel industry profits are so closely related to volume 
of output, price increases will likely not appreciably improve 
profitability -- particularly with the threat of increased import com- 
petition. If demand recovers enough to allow full capacity operation, 
the present price-cost relationship should provide sufficient profits 
to attract needed investment. 

WAGE MONITORING 

Public Sector Compensation Data 

One of the Council's statutory mandates is to "improve wage and 
price data bases for the various sectors of the economy to improve 
collective bargaining and encourage price restraint." A need for such 
improvement was discovered during the preparation of the Council's 
background paper on 1976 collective bargaining negotiations. Data 
on wages and fringe benefits for state and Vocal government employees 
were so inadequate that this rapidly growing sector could not be in- 
cluded in the analysis of public employee compensation trends. As 
a first step in remedying this deficiency, the Council staff has made 
a survey of existing data sources, identified specific data gaps, and 
has recommended ways to fill these gaps. The Council's report, State 
and Local Government Employee Compensation Data Needs, was released 
in October. 

The federal government's data collection activities have lagged 
behind the growth of employment and the increasing prevalence of col- 
lective bargaining in this sector. In 1972, there were 78,628 state 
and local governmental units in the United States: the 50 states, 
3,044 counties, 18,517 municipalities, 16,991 townships, 15,781 local 
school districts, and 23,885 special districts, such as fire protec- 
tion, soil conservation, or housing districts. Employment by these 
governments has risen from nine percent of total employment in 1950 
to 14 percent in 1976. In 1962, only one state had a statute pro- 
viding for collective bargaining for state and local government 
employees; today, 31 states have such statutes, and roughly one- 
third of these employees are represented by collective bargaining 
units. 

With the cooperation of the Bureau of Labor Statistics, the 
Census Bureau, the Civil Service Commission, and other government, 
as well as private agencies, the Council was able to compare the 
federal statistics on employee compensation in the private sector 
with those available for nonfederal public employees. On April 30, 
1976, the Council held a public hearing to hear the views of repre- 
sentatives of public sector unions, state and local governments, 
and interested federal agencies on the kinds of data that are needed 
but not presently collected. 
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The Council's analysis indicated that there are four significant 
data needs that are not being met by currently available federal 
statistics on state and local government employee compensation: (1) 
data on the cost of benefits and, therefore, on total compensation; 

(2) comprehensive measures of earnings in the state and local sector; 

(3) measures of changes in earnings; and (4) data on collective 
bargaining settlements in the state and local sector. 

Correcting these deficiencies with data for all public employees 
and for specific groups would put public sector statistics roughly 
on a par with the data available for the private sector. However, 
because of budget limitations, the gaps cannot be completely elimi- 
nated immediately, and the Council 's recommendations represent only 
initial steps. In order of priority, the Council recommends that: 

The Bureau of Labor Statistics (BLS) expand its 
Average Weekly Earnings Series to include state and 
local government employees. 

BLS develop a series to report the size of 
collective bargaining settlements in the state and 
local sector. 

BLS expand the coverage of the Municipal Wage 
Surveys to include a larger portion of the public 
sector. 

BLS conduct studies of the components of total 
compensation in the public sector. 

The Civil Service Commission expand the scope of 
its State Salary Surveys to cover benefits. 

The federal government appears to be the only body equipped to 
collect and publish the kinds of data needed, and extension of current 
BLS data-collecting programs appears generally to be the most effi- 
cient method of putting the Council's recommendations into effect. 



CHAPTER III 
MONITORING FEDERAL ACTIONS 

The Council's role with regard to public sector activities 
is essentially to act as a watchdog, warning against actions which 
might have inflationary consequences and as a catalyst for improved 
economic analysis by agencies. While it cannot block actions by 
other government agencies, the Council's inflationary impact 
findings are made available to the agencies and the public by 
filing comments with an agency or by testifying in open hearings. 
In addition, the Council regularly reviews the Inflation Impact 
Statements (since December 31, 1976, these statements carry the 
new name Economic Impact Analyses (EIA)) that executive branch 
agencies are required to make when they propose rules and regula- 
tions which are considered "major" (see Appendix C) . 

In carrying out its role, the Council reviews proposed govern- 
ment actions and examines the costs and benefits of alternative 
actions. When the benefits of a proposed regulation appear to ex- 
ceed its costs, that regulation may not be inflationary; if the costs 
exceed the benefits, it is considered inflationary. A related cri- 
terion employed by the Council is that the "cost" of a regulation 
may be the foregone opportunity of adopting a better regulation. 
Therefore, to the extent that the goals of a proposed regulation 
could be achieved in a more efficient, less costly manner than the 
method which the regulation contemplates, that regulation is, in a 
real sense, inflationary. 

The Council also believes that the same criteria should be 
used to reassess existing rules, regulations, and standards in the 
light of changing economic circumstances. In addition, agencies 
are encouraged to make full use of their administrative discretion 
in the timing of their actions if, by so doing, short-run infla- 
tionary pressures could be eased. 

The actions of the Council this quarter that concern the 
federal sector are summarized below. 
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FOOD AND DRUGS 

Baby Food Labeling 

The Council, in comments filed with the Food and Drug Administra- 
tion on October 13th, recommended alternative approaches to FDA f s 
proposed regulations requiring percentage ingredient labeling of baby 
food. The regulations were formulated in response to a petition re- 
questing more information on baby food labels. The proposed rules 
require that (1) the name or appearance of a junior food conform to 
its characteristic, or principal, ingredient, and that the minimum 
percentage of this ingredient be declared (in five percent increments); 
and (2) percentages of baby food ingredients present at five percent 
or more be listed (in five percent increments) based upon their weight 
in the finished product. 

The Council recognized the benefits inherent in the proposed rules 
but expressed concern over their potential costs. It felt that stating 
minimum percentages, rather than a percentage range, would be difficult 
in practice and would restrict the flexibility of manufacturers to re- 
spond to input price changes. In addition, the rules should recognize 
that not only nutrition, but also consistency is an important character- 
istic of baby food. The Council pointed out that such requirements as 
accurate labeling of all (rather than principal) ingredients, measure- 
ment of finished product (rather than input) ingredients, and the im- 
position of heavy penalties for nonconformance may increase costs more 
than benefits. It therefore recommended that FDA's proposal be amended 
to require measurement on the basis of input recipes and that the 
accuracy of measurement be left up to the producer as long as the 
range of accuracy is stated on the label. 

Labeling of Estrogens 

In a filing before the Food and Drug Administration on November 3rd, 
the Council strongly supported FDA's proposal to require that estrogens 
intended for general use be labeled to provide users with the following 
information: the name of the drug and its manufacturer, conditions 
that should and should not be treated with estrogens, the dangers and 
the relative risk associated with using the drug. The proposal was 
prompted by recent indications that estrogen use might be associated 
with increased risk of cancer, as well as other undesirable side effects. 

The Council noted that the labeling requirement might have 
significant, though largely nonquantifiable, benefits. Data indicate 
that use of estroqens has been excessive and/or unnecessary in a areat 



of the drug. This, in turn, would reduce the occurrence of these 
side effects and also the likelihood that malpractice suits, with 
their attendant costs, might be brought against physicians prescrib- 
ing the drug. 

The direct costs of the regulation would be very small approxi- 
mately $2.4 million per year based on present rates of use. These costs 
would arise from printing package inserts, their distribution to whole- 
salers and retailers, and their storage. Indirect costs, such as 
longer physician visits, would be minor. On balance, the Council felt 
that benefits would far exceed costs and that the proposed regulations 
would not be inflationary. 

TRANSPORTATION 

Airlines 
Joint Discussion 

On October 7th, the Council submitted its comments to the Civil 
Aeronautics Board in regard to an application by Eastern Air Lines, Inc. 
for permission to discuss with other air carriers possible agreements 
relating to research, design, and procurement of future aircraft types. 
Without the Board f s consent, such discussions would be in violation of 
the antitrust laws. Eastern contends that technology for improved 
aircraft is presently or imminently available, that it is financially 
impossible for individual carriers to contract for the development of 
new aircraft, and that market mechanisms cannot achieve this development, 

The Council opposed Eastern's application and requested that a 
hearing be held if the Board should consider granting the request. The 
Council's objections were on several grounds: 

The petition is not supported by substantial facts. 
Eastern has not shown that the technological superi- 
ority of new aircraft is sufficient to justify develop- 
ment costs or that the airlines are financially unable 
to make the necessary commitments on an individual 
basis. In addition, it is questionable whether scale 
economies exist which would result in lower fares to 
the public. 

Joint discussion would be contrary to the public interest. 
A forum would be provided for the exchange of other in- 
formation that would violate the antitrust laws. Further, 
a joint agreement to support the development of one par- 
ticular aircraft-type might lead to the monopolization 
of the aircraft manufacturing industry. 
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Market forces are sufficient to secure development 
of new aircraft. Both the air transport and the 
manufacturing industries are relatively competitive, 
and market mechanisms have produced rapid technologi- 
cal development in the last three decades. There is 
evidence that manufacturers are currently developing 
quieter, more fuel-efficient engines without the joint 
support of the airlines. The possibility of "capturing 
the market" probably offers enough inducement for 
manufacturers to begin production of new aircraft types. 

Certification of New Airline 

The Council urged the Civil Aeronautics Board to give the applica- 
tion of Midway Airlines, Inc. for a grant of operating authority an 
early hearing. The Council's comments, filed on October 22nd, were 
in support of a motion by the airline for an expedited hearing on its 
application for a certificate to operate short-haul, low-fare service 
between Chicago's Midway Airport and Cleveland, Minneapolis, St. Louis, 
Detroit, Kansas City, and Pittsburgh. If certification were granted, 
Midway would begin service to the first three cities immediately and 
to the other three as soon as possible. Proposed fares would be 34 to 
53 percent less than those currently in effect in these markets, and 
Midway would not ask for subsidization in any form. 

The Council noted that low-fare, intrastate operations have been 
very successful in other markets, allowing air transportation to com- 
pete with other modes. The high-density areas to be serviced by 
Midway Airlines would be ideal for the commuter-type service it pro- 
poses. Further, Chicago's other airport, O'Hare, is highly congested, 
and there have been many recommendations that Midway be used more 
intensively in order to relieve this. Although existing carriers now 
offer service between O'Hare and the six cities Midway would serve, 
they would not be precluded from using Midway and competing with the 
new airline if they so choose. Finally, the Council felt that applica- 
tions such as Midway Airlines' should be heard as a means of encouraging 
more price competition among carriers and of exercising greater regula- 
tory flexibility. On December 28, 1976, the CAB set Midway Airlines' 
application for hearing. 

Intermediate-stop Traffic 

On November 15th, the Council filed comments with the Civil 
Aeronautics Board urging the Board to expedite hearings on a petition 
by Pan American World Airways. This petition requests that Pan Ameri- 
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mail. The original restriction prohibiting Pan American from 
carrying such intermediate-stop traffic was established in 1938, 
when the financial position of Pan American vis-a-vis other domestic 
carriers was much stronger and when the price of aviation fuel was 
a less critical constraint. Because of this prohibition, the airline, 
in 1975, had an average passenger load factor of less than 20 percent 
between eight city-pairs representing domestic segments of inter- 
national flights. This resulted in 1.3 million empty seats being 
flown in the market at issue. 

In the Council's opinion, the Pan American petition deserves an 
expeditious hearing for several reasons: 

The restriction is outmoded because the relative 
financial position of domestic carriers has changed 
drastically, as have the cost and availability of 
fuel resources. 

The fuel savings potential of allowing the carrier 
to accommodate intermediate-stop traffic appears 
to be quite large. 

The competitive impact of Pan American in the eight 
affected markets would probably not exceed ten per- 
cent of total capacity. 

In summary, the Council felt that dropping the restriction might 
be highly beneficial in terms of greater public transportation service, 
increased competition among domestic carriers, and more productive use 
of resources, and it recommended an early hearing on the matter. 

Commuter Aircraft Size 

On December 13th, the Council commented on a request by Rocky 
Mountain Airways, Inc. for exemption from provisions of the Federal 
Aviation Act and the Civil Aeronautics Board's Economic Regulations 
limiting the size of commercial commuter aircraft. At present, com- 
muter lines are prohibited from operating aircraft having more than 
30 seats or a total payload in excess of 7,500 pounds. Rocky Mountain 
wishes to operate, within the State of Colorado, a newly developed 
50-seat aircraft which the airline feels is technically and economically 
superior to the smaller, older aircraft it now uses. Technically, the 
aircraft may not be subject to the federal size restriction because 
it would be operated only intrastate. However, Rocky Mountain main- 
tains interline agreements with interstate carriers, so the question 
of CAB 1 s jurisdiction is not entirely clear. 



The Council tentatively supported Rocky Mountain's application 
to use the larger aircraft. However, it was concerned about the 
vagueness of Rocky Mountain's status with regard to federal regula- 
tion. If a complaint lodged with CAB by an interstate carrier were 
to be held valid, the financial soundness of operating the new 
aircraft might be threatened. 

The Council urged CAB to address this jurisdictional issue 
when proceeding on Rocky Mountain's exemption application. The 
uncertainty arising from the lack of legal guidelines increases the 
economic risk attending the adoption of new equipment and tends to 
delay the development and use of more productive equipment. 

Railroads 
Market Dominance 

The Council petitioned the Interstate Commerce Commission on 
October 29th to reconsider its regulations concerning findings of 
market dominance under the Railroad Revitalization and Regulatory 
Reform Act of 1976 (4R Act). Under this Act, maximum rates charged 
by railroads would be governed by competitive market forces except 
in those cases where the Commission determines that a railroad pos- 
sesses "market dominance; 11 in these cases, ICC may intervene in the 
rate-setting procedure. The Act provides that ICC establish standards 
for determining market dominance, and it is the standards proposed 
that the Council wishes the Commission to reconsider. 

The Council first filed comments on this matter on April 15, 1976. 
At that time, the Council felt that ICC's proposal for determining 
market dominance would result in control over the vast majority of 
rates, thus defeating the intent of the 4R Act to decrease regulation 
of the rail industry. The Council suggested a variety of factors 
that should be considered in balancing the need for intervention in 
significant cases with that of maintaining a relatively competitive 
environment in the industry. 

On August 20th, the Commission issued an Interim Report and 
Order under which there would be a rebuttable presumption that a 
carrier possesses market dominance where either (1) the carrier has 
handled 70 percent or more of the traffic during the preceding year, 
or (2) the rate in issue exceeds the variable costs of providing the 
service by 180 percent or more, or (3) affected shippers or consignees 
have made a substantial investment in rail-related equipment which 
makes the use of another carrier or transport mode infeasible. If a 
carrier is found to have market dominance, the ICC would conduct a 
hearing to determine whether the rates charged were "just and reason- 
able." However, in more complex situations, the Commission would 
judge market dominance on a case-by-case basis. 



The Council commented on this proposal on September 13th. It 
reaffirmed its position that these regulations would not limit ICC's 
detailed supervision of railroad rates. Among its other comments 
with regard to the specific standards, the Council stated that the 
choice of cost standard should be very carefully reviewed insofar as 
the standard chosen -- a given percentage of variable cost ~ could 
affect the degree of allowed price flexibility. 

On September 30th, ICC amended its position so that the presump- 
tion of market dominance would arise where the rate at issue exceeds 
variable costs of providing the service by 160 percent or more, and 
the Council's current petition runs solely to this issue. The Council 
feels that the Commission's method for measuring the impact of the 
160 percent criterion is inadequate and probably underestimates this 
impact. Further, the stringency of this criterion may inhibit carriers 
from filing requests for rate adjustments, thereby limiting pricing 
flexibility and discouraging greater competition among carriers. It 
was noted that the more liberal 80 percent criterion would not have 
this stifling effect, and it could be adjusted downward based on the 
requests filed. The Council's petition urges ICC to reconsider the 
reduction in its cost standard. 

Distinct Rail Services 



In another action relating to ICC's interpretation of the Railroad 
Revitalization and Regulatory Reform Act, the Council, on November 24th, 
filed comments with the Commission concerning distinct rail services. 
Under the Act, the ICC is required to establish procedures making it 
easier for railroads to publish separate rates for distinct services, 
such as loading and unloading. These adjunct services are often 
packaged with line-haul transportation services, so shippers are 
unable to reject accessory services if they are not required or to 
purchase them from other suppliers. The Act also states that distinct 
services should be priced "in accordance with the carrier's cash out- 
lays for such services and the demand therefor. 11 ICC is to determine 
pricing procedures. 

The Council took issue with the procedures proposed by ICC on 
grounds that they would not make it easier for railroads to publish 
separate rates. They might, in fact, make distinct service pricing 
more difficult because carriers would be required to establish the 
legality of each separate charge and to submit more information than 
necessary to satisfy the purposes of the Act. In addition, ICC's 
definition of cash outlay results in a high cost minimum, and the 
requirement for demand pricing is entirely ignored. The Council 
recommended that the procedures proposed by ICC be modified to 
conform more closely to the intent of the 4R Act. 



Trucking 

On December 1st, the Council endorsed a proposal of the Inter- 
state Commerce Commission to eliminate or modify the requirement 
that movers provide, upon request, an estimate of the cost of moving 
household goods. The present regulations specify elaborate procedures 
and forms to be used in making these estimates. However, the rates 
actually charged are governed by a completely different set of regu- 
lations. Therefore, the estimates given have no bearing on final 
charges, and only about half of these estimates have been within 
10 percent of the rate charged. Nevertheless, estimates are useful 
to consumers in anticipating their moving costs and to shippers in 
allotting manpower and equipment. During 1975, North American Van 
Lines (NAVL), with permission from ICC, experimented with using a 
more refined system of estimating moving charges. This proved to be 
more accurate than the prescribed system, and it prompted ICC to 
consider modifying its own procedures. 

The Council suggested that ICC review carefully the NAVL experi- 
ment and consider the resulting system for implementation. In addi- 
tion, the Council endorsed ICC f s desire to improve the accuracy of 
mover estimates on grounds that it would provide better consumer 
information and increase efficiency in the household moving industry. 
The Council recommended that ICC, in a separate hearing, address 
itself to ways of increasing price competition among movers. Although 
current legislation requires regulation of moving rates, the Council 
believes that ICC could allow greater rate flexibility within the law. 

Automobiles 
Used Car Disclosures 

On October 21st, the Council supported regulations proposed by 
the Federal Trade Commission which would require used car dealers 
to supply disclosure statements to buyers and to retain a copy of 
these statements for FTC inspection for three years. The regulations 
also prohibit dealers from making misleading oral statements in con- 
tradiction of the written statements. The FTC staff recommended an 
additional rule which would allow buyers to have vehicles independently 
inspected. 

The proposed disclosure statement would include information about 
(a) the make, model, and year of manufacture of the vehicle; (b) the 
mileage the vehicle has been driven; (c) a description of any warranty, 
or a statement that the vehicle is being sold without warranty; (d) a 
description of any known repair work in excess of $100; (e) the identity 
of the prior user and the nature of use, if known; (f) the chief execu- 
tive officer of the dealership. The FTC also asked for comments on 
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possible extensions of the proposed regulations: disclosure of 
defects, an explicit statement if the vehicle has not been inspected, 
a full disclosure statement in dealer-to-dealer sales, and disclosure 
of the Vehicle Identification Number. 

Generally, the Council felt that the benefits of this proposal, 
though not quantified, would far exceed its costs. Consumers would 
avoid expensive mistakes; the information required of dealers is 
already at their disposal and could be furnished at little cost. Two 
points were excepted from the Council's general endorsement, however: 
(1) the retention of copies of the disclosure statement does not seem 
necessary if consumers are furnished with copies and the FTC can 
spot-check dealerships; and (2) allowing independent inspection would 
involve costs to dealers, which would ultimately be passed along to 
all customers, and would create more market inefficiencies than it 
would eliminate. The Council recommended adoption of the regulations, 
with the exception of the staff recommendation covering inspection 
requirements, but it asked that the costs and benefits of the retention 
requirement be explored more fully. 

Use of Dulles Access Road 

On November 4th, the Council petitioned the Federal Aviation 
Administration to allow automobile commuters to use the Dulles Inter- 
national Airport access road, a 13-mile highway running between the 
airport, in Loudon County, Virginia, and the Capital Beltway, which 
circumscribes Washington, D.C. With minor exceptions, legal use of the 
access road is limited to airport traffic, and exit ramps are located 
in such a way as to reinforce this restriction. Nevertheless, a sub- 
stantial proportion of the road's actual use is by commuters, who drive 
to the airport, U-turn, and back-track to an exit ramp; this adds 
several miles but avoids congestion on other roads. Airport-related 
traffic does not fully utilize the road's capacity and is clustered 
in the late afternoon hours. 

In the Council f s view, this limitation on the use of the highway 
is inefficient. It results in underutilization of the highway's 
capacity, and it adds unnecessary travel distance and time to the 
trips of those commuters who do use this route. Further, present 
and projected levels of airport and commuter traffic could easily be 
accommodated by the road without disrupting airport-related traffic, 
and at these levels of use the construction of duplicate or parallel 
facilities for commuters would be wasteful. If necessary, the amount 
of traffic on the Dulles road could be controlled by requiring that 
nonairport users pay a toll. On these grounds, the Council has peti- 
tioned the FAA requesting proceedings to consider amending the rules 
restricting use of the road. 
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THE ENVIRONMENT 

Noise Control 



As part of the Council's continuing interest in the issue of 
aircraft noise abatement (see the Council's Quarterly Report, July 
1976, p. 13), Assistant Director James C. Miller III testified on 
December 1st before the Secretary of Transportation in response to 
DOT ! s proposal for financing aircraft noise reduction requirements. 
Mr. Miller's testimony was addressed to three issues raised by the 
financial policies proposed: 

(1) The subsidy aspects. All but one of the financing 
mechanisms proposed involve subsidizing the purchase 
by aircraft operators of new, quiet equipment. This, 
in effect, discriminates against other industries that 
are required to expend their own capital in order to 
meet environmental pollution standards. Further, the 
purchase of new equipment should be prompted by the 
demands of air travelers rather than by regulation or 
subsidy. Finally, subsidies do not provide a direct 
incentive to reduce noise levels and may, in fact, have 
disincentive effects. Thus, they are an inefficient 
means of reducing pollution. 

(2) New equipment vs. retrofit. The Federal Aviation 
Administration's analysis of relative benefits of 
replacing rather than retrofitting noisy equipment 
is based on limited and obsolete data. The social 
benefits of using new equipment are probably over- 
stated by these data. 

(3) Subsidies v. pollution taxes. Pollution charges would 
provide a more direct incentive to reduce noise emis- 
sions and would be a more efficient approach to noise 
control. Because it is technically possible to measure 
noise emission and damage, it is feasible to impose 
commensurate charges on polluters. If it appears that 
noise pollution charges would impose too great a 
financial burden on the industry, a modified system 
might be devised under which the charges would be 
replaced by noise abatement payments after some 
"threshold" level of noise abatement had been reached. 
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Water Quality Control 

On October 27th, the Council commented on regulations proposed 
by the Environmental Protection Agency pursuant to its responsi- 
bility under the Safe Drinking Water Act to regulate those activities 
that endanger subsurface waters that serve as drinking water supplies 
for public water systems. The proposed regulations would be imple- 
mented and enforced through state Underground Injection Control pro- 
grams. These would (1) control or prohibit underground injection 
of any fluid that might endanger present or future underground 
drinking water supply sources; (2) require public hearings on state 
programs and on specific permits; and (3) require inspection, moni- 
toring, recordkeeping, and reporting by both the state and the 
injector. States may exempt specific aquifiers and/or designated 
geographical areas, where injection may be permitted. "Endangerment" 
is defined by EPA as occurring when the supply, at present or in the 
future, must use new or additional treatment to be drinkable, or 
when Injection would make water unfit for human consumption; EPA 
asked for comments on the question of whether "endangerment" should 
also include changes in taste, color, and/or odor. 

The Council was concerned over the quality of the cost and benefit 
estimates provided by EPA. Certain administrative costs, reporting 
costs, and costs of private hydro! ogical surveys were not taken into 
account. On the other hand, benefits appear to be limited because 
waterborne disease and death attributable to untreated groundwater 
are relatively rare. Thus, the proposal's cost per illness pre- 
vented (or benefit) is quite high. Waterborne disease related to 
treatment deficiencies is much more common, and it was suggested that 
control of these deficiencies might have a much higher benefit/cost 
ratio. 

The Council also felt that EPA's definition of "endangerment 11 
as any activity requiring further treatment efforts begs the question 
of whether treatment might be a more cost-effective means of achieving 
the goal of ensuring the safety of drinking water, particularly when 
the contaminants are noncarcinogenic, and principally affect only 
taste, odor, color and/or hardness. In some cases, for instance, pre- 
treatment of wastes before injection might be more costly than treat- 
ment of the public water supply; in other cases, the cost of any 
treatment might exceed the benefit of water use, especially if there 
were alternative sources available. In any event, the most appropriate 
remedy might be better decided on a case-by-case basis. A well -managed 
system of negotiations between the community and the injector might 
result in a least-cost solution to the problem of ensuring the supply 
of safe underground drinking water. The Council urged EPA to improve 
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ENERGY 



On November 22nd, the Council commented on regulations proposed 
by the National Oceanic and Atmospheric Administration. These regula- 
tions would establish procedures for providing financial assistance to 
state and local governments in coastal areas that are affected by new 
or increased energy activity. The activities defined must be coastal 
dependent; i_.e. , there must be technical reasons for locating near 
the coast. Assistance would be in the form of credit assistance 
loans, guarantees, or modification of credit terms and formula 
grants. It could be used for any of four purposes: (1) planning 
for socio-economic and environmental consequences of increased 
energy activity; (2) assistance in financing new or increased public 
facilities and services required because of population increases 
associated with increased energy activity; (3) repayment assistance 
to borrowing governments in the event that revenues from energy 
activity fail to materialize as expected; (4) damage payments for 
any unavoidable, or "noninternalizable," environmental or recrea- 
tional losses attributable to energy activity. 

The Council recognized that the federal government's financial 
commitment to the proposed program would be relatively small and 
that substantial benefits might be realized. However, it was con- 
cerned that the regulations, in their present form, do not require 
that applicant governments define benefits and weigh them against 
costs. Thus, NOAA has no way to establish project priorities based 
on net benefits. Lacking this measure, it is possible that the 
program might be inflationary or that it might be less anti -inflationary 
than it could be. For this reason, the Council suggested that NOAA 
revise its proposal to require that applicants for energy impact 
assistance submit cost and benefit data and grant assistance accord- 
ingly. In this way, NOAA can assure that the program will have 
positive net benefits and will be anti -inflationary. 

INTERNATIONAL TRADE 

Footwear Quotas 

On December 7th, the Council commented on a petition of the 
American Footwear Industries Association before the U.S. Inter- 
national Trade Commission. The petition asked that the ITC investi- 
gation relating to nonrubber footwear imports be reconsidered. The 
ITC had held hearings in December 1975 at which the Council presented 
testimony urging that if the ITC rendered a finding of injury to the 
industry, it should adopt trade adjustment assistance as the remedy, 
rather than impose Quotas on imoorts of shoes and dinners. The 



- 33 - 



On February 20, 1976, the Commission reported to President Ford 
its finding that imports were resulting in substantial injury to the 
domestic footwear industry. However, the Commissioners differed 
among themselves as to the proper remedy -- across-the-board tariffs, 
quota tariffs, or trade adjustment assistance to the industry. 
President Ford decided to adopt the trade adjustment assistance 
recommendation. In September, the Senate Finance Committee asked 
the Commission to renew its investigation of import relief for the 
industry. The Council's December comments were addressed to the 
issue of remedy. 

The Council staff devised a method of comparing costs and 
benefits of the various remedies. First, it calculated the approxi- 
mate cost of the tariffs in terms of higher consumer prices and reduced 
this by revenue produced by the tariffs in order to arrive at the "dead 
weight social loss to society." Then, benefits in terms of new domes- 
tic jobs in the shoe industry were used to calculate the social cost 
per job created. Finally, income transfers were considered. The 
Council's conclusion was that the tariff, tariff-quota, and quota 
remedies proposed would have greater costs than benefits, which would 
result in an inflationary impact on domestic footwear prices and a 
real welfare loss. It urged that trade adjustment assistance be 
given a reasonable trial period. 

Sugar Imports 

The Council filed comments with the International Trade Com- 
mission on December 20th pertaining to ITC's investigation of sugar 
imports. As an interim measure, President Ford had tripled the duty 
on imported sugar on September 21, 1976. The President and the 
Senate Finance Committee requested ITC to hold an investigation in 
order to consider permanent action. The ITC will find whether 
domestic sugar producers have been injured by imports, and, if so, 
which remedy would be most appropriate ~ tariffs, tariff -quotas, 
quotas, or trade adjustment assistance. 

The Council previously investigated sugar prices in the Fall of 
1974, when sugar was in relatively short supply and prices were high 
(Staff Report on Sugar Prices, May 1975). In the Council's view, if 
the economy is to provide sugar at reasonable prices in the amounts 
desired by consumers, producers must be willing to compete during all 
market conditions, not just when prices are high. 



With respect to the ITC investigation, any artificial method 
used to reduce imports would, in the Council's view, impose greater 
social costs than benefits and thus, would be inflationary. Staff 
calculations provided an indication of the costs of tariffs and 
quotas. In the Council ! s view these costs are insignificant. The 
Council also pointed out that higher prices derived through import 
protection of the domestic sugar market might merely increase the 
attractiveness of sugar substitutes, particularly high fructose corn 
syrup a close substitute for sugar in manufacturing uses. If the 
Commission arrives at a finding that imports are injuring domestic 
sugar producers, the Council believes that it should recommend to 
the President that adjustment assistance, rather than quotas or duties, 
would be the least inflationary remedy. 

OTHER ACTIONS 

Securities Quotations 

On October 6th, the Council criticized a proposal of the 
Securities and Exchange Commission designed to improve the flow of 
information on stock quotations. The proposed regulations would re- 
quire national securities exchanges to collect from their specialists, 
and national securities associations to collect from third market 
makers, quotations in eligible securities for dissemination to 
quotation vendors. These quotations would have to be firm; !_.. , 
a specialist or third market maker would have to execute a trans- 
action (up to published quotation size or to a normal unit of 
trading, such as 100 shares) at a price at least as favorable to 
the buyer or seller as the published bid or ask quotation. According 
to the Commission, current methods of dissemination quotation infor- 
mation are not satisfactory because quotations are not firm, they 
lack information as to size, and they are not updated promptly. 

In the Council's view, the Commission has not documented the 
existence of a problem in need of remedy. If barriers to the com- 
petitive flow of information were found to exist, the Council would 
support measures to eliminate them. But such barriers have not been 
shown to exist. Further, it is unlikely that price differentials 
among markets would be large or frequent or persistent under the 
present system because large investors compare prices among markets 
and quickly take advantage of opportunities for arbitrage, thus 
closing the price gap. The typical investor can usually be confident 
that the price of a security is virtually the same in the various 
markets in which it is traded. Finally, apart from the need for 
better information, the Commission has failed to provide an analysis 
of the benefits of more information or of the costs of providing it. 
The Council recommended that such analysis be undertaken. 



Assistance to Senior Centers 

On November 9th, the Council criticized the Department of 
Healths Education and Welfare's interim rules regarding the use of 
funds to expand community facilities serving older persons. The 
regulations in question are to implement provisions of the Older 
Americans Comprehensive Services Amendment of 1973. In interpreting 
this amendment, HEW defined certain costs for which grants may not 
be made. Generally stated, these are: (1) expansions of existing 
buildings, (2) demolition of facilities, (3) purchase of land, and 
(4) program operations (including rent). 

The Council felt that restrictions on funding the improvement 
and/or leasing of existing properties strongly favored the building 
of new facilities regardless of cost and benefit considerations. It 
postulated several circumstances in which greater benefits might 
derive from adapting existing facilities or in which services might 
be expanded if the centers could purchase extra land for parking 
or outdoor recreation. In addition, expanding or modifying existing 
buildings and leasing, rather than buying property, often could 
result in cost reductions. The Council suggested to HEW that it 
review the cost exclusions listed in its proposal and allow more 
flexibility in the use of grant money by senior centers. 



CHAPTER IV 
STUDIES IN PROGRESS 

In continuing its program of monitoring price and wage trends and 
the inflationary potential of government activities, the Council has a 
number of studies in progress, Reports on many of these will be com- 
pleted and released during the first quarter of 1977. 

INDUSTRY PRICE BEHAVIOR 
AUTOMOBILES 

On February 18, 1976, the Council announced an investigation of 
increases over the last two years in the prices of automobile replace- 
ment parts. Measured by the wholesale price index for auto parts a 
composite index for original equipment parts and for replacement 
partsprices increased 23,8 percent in 1974 and by another 9,9 per- 
cent in 1975, For the same periods, the wholesale price index for new 
cars increased by 12,9 and 6.0 percent, respectively. Data provided to 
the Council by several automobile insurance companies revealed that the 
most rapidly rising prices were those for crash replacement parts; 
prices for maintenance parts have been rising less rapidly. 

The Council decided that an in-depth investigation of these price 
increases was required. While the investigation has focused on crash 
parts, it also includes maintenance parts prices. Price and cost data 
were collected to analyze the causes of increases in these prices. The 
automobile manufacturers have submitted price information for each year 
since 1971 on all replacement parts sold by them. The Council staff has 
compiled samples of both crash and maintenance parts prices for analysis, 
and the automobile manufacturers have also been requested to supply cost 
and quantity information for those parts. Independent parts manufacturers 
have provided information regarding the parts they produce for both the 
original equipment and replacement markets and have been requested to 
provide information on prices and costs for selected parts. 

FOOD 

In April 1975, the Council began an investigation into prices of 
cereal and bakery products. The wholesale and retail prices of these 
products had been slow to respond to large reductions in the prices of 
flour, wheat, corn, sugar, shortening, and milled rice. The Council's 
preliminary findings were released in January 1976, along with an 
announcement that a more comprehensive study was being launched, The 
preliminary analysis concluded that the combination of rising profit 
margins and considerable economic concentration in the cereal and bread*- 
baking industries raised doubts as to whether commodity cost savings 



are being reflected in retail prices. Separate final reports will 
assess the degree of responsiveness of cereal and bread prices to 
variations in ingredients costs over the 1973^75 period, 

HEALTH CARE 

Physician Fees 

The Council has undertaken ja study of physician fee levels, as 
part of its continuing study of health care cost inflation. This study 
will document recent trends in physician fees ? broken down by speciality 
type and regions. The study will attempt to ascertain the determinants 
of physician fee levels, and will compare recent changes in fees to 
changes in the relevant costs facing physicians, 

Hospital Charges 

Because of concern over rapidly rising hospital charges, the Coun- 
cil, on June 5, 1975, commissioned a hospital industry price and wage 
study to be done by Martin Feldstein, Professor of Economics at Harvard 
University, who has written extensively on health care economics. 
The study will consist of three separate but closely related parts: 
(.1) a general analysis of hospital cost and wage increases during the 
past decade; (2) an economic and statistical analysis of hospital costs 
based on observations for each state; and (3) a micro-economic analysis 
of a sample of individual hospitals, 

METALS 

On April 30, 1976, the Council announced that it was undertaking 
a comparative study of recent price behavior in the steel, copper, 
aluminum, lead, zinc, and magnesium industries, The Council said it 
would review recent trends in production, shipments, inventories, orders, 
costs, gross margins, imports, and import prices. The purposes of the 
study are to analyze the factors underlying recent price increases and 
to determine whether the timing and magnitude of these increases are con- 
sistent with price movements occurring during earlier recovery periods. 
The Council has requested relevant data from the various producers of 
these metals and will make its findings public as it completes its 
studies. 

CONSTRUCTION 

The Council is undertaking a study documenting the extent of cost 
increases in the nonresidential construction industry in recent years, 
The study will attempt to sort out the relative importance of various 
factors such as labor costs, materials prices ? and equipment prices. 



INDUSTRIAL CAPACITY 

The Council staff is currently engaged in an ongoing series of 
studies on the problem of financing new industrial capacity in an 
attempt to measure the inflationary potential deriving from future 
investment needs, These studies are focusing upon the price-cost 
relationships and the adequacy of current prices for amortizing new 
capital facilities. The studies will attempt to identify the determi- 
nants of capital investment;, the inflation in product prices required 
to attract capital, and specific problems related to undertaking new 
investment. 

Two studies currently underway are in the cement and textile in- 
dustries, These industries are major suppliers to many other manufactur 
ing industries and as such have a wide impact on the economy. Shortages 
in these industries would have direct inflationary implications on both 
consumer and wholesale prices, The studies will attempt to determine 
whether the currently expected return on a new manufacturing facility is 
high enough to attract new capital to these industries. 

GENERAL PRICE STUDIES 
PRICE MEASUREMENT 

One of the mandates given to the Council is to improve wage and 
price data bases for the various sectors of the economy. In its stud- 
ies, the Council staff has encountered many problems with the Wholesale 
Price Index (WPI). These problems were noted in a speech by the Council 
Director on May 20, 1975, at which time a study of the adequacy of the 
WPI for wage/price monitoring was announced. The study, conducted by 
Yale University Professor Richard Ruggles through the National Bureau of 
Economic Research, has examined such^ issues as the redundancy and the 
gaps in the WPI and the extent to which WPI prices reflect actual trans- 
actions prices. 

RECESSION PRICES 

The Council is completing a new report which extends and refines 
its earlier study on the behavior of prices during the 1974-75 reces- 
sion and the effect of industrial concentration on the cyclical 
responsiveness of prices. The first report, released on May 11, 1976, 
indicated that (1) prices were less responsive during the recent reces- 
sion than during previous downturns, (2) rates of price change varied 
at different stages of the recession, (3) there is some limited but not 
clear-cut evidence that prices in concentrated industries are somewhat 
less responsive to reduced demand than those in unconcentrated indus- 
tries, The new study will address the effects of energy and commodity 
price escalation and will further investigate responses to demand varia- 
tion, 



STAGE-OF-PROCESS PRICE BEHAVIOR 

The Council has commissioned the National Bureau of Economic 
Research, with Dr. Joel Popkin as principal investigator, to develop 
a quarterly model of price behavior by stage-of-process for the indus- 
trial sector of the economy. The research is centered on price rela- 
tionships for intermediate and finished goods production in each of 
eight primary manufacturing industries: textiles, lumber, paper, 
chemicals, fertilizer, nonferrous metals, and stone, clay and glass, 
Dr, Popkin has completed the first two phases of the project, which 
provide econometric estimates of price behavior in the primary (crude) 
materials sectors and finished and semi-finished manufacturing indus- 
tries, and he will provide a final report to the Council in June 1977, 
The Council staff is currently investigating the possibility of extend- 
ing these results to more detailed price studies. 

MAGE STUDIES 
PUBLIC SECTOR WAGE' MONITORING 

The Council is undertaking a study of the differences in total 
compensation between workers in the private sector and their counter- 
parts in state and local government, The study will examine the eco- 
nomic literature dealing with the impact of and problems associated 
with collective bargaining in the public sector and with the use of the 
prevailing wage principle in state and local governments. The Council's 
analysis will evaluate the effects of these practices on the economy. 

UAW COLLECTIVE BARGAINING AGREEMENT 

The Council will release an analysis of the new collective bargain- 
ing agreement between the United Auto Workers and Ford, Chrysler and 
General Motors. The analysis will determine the cost of wage, cost-of- 
living and benefit increases, and is expected to show that the settle- 
ment could raise the total cost of producing a car by about 2 percent 
annually over the next three years, assuming a productivity growth rate 
of 3 percent. The Council's analysis indicates that the new collec- 
tive bargaining agreement will raise total hourly compensation by 
32.5 percent over the three-year life of the agreement, or an 
average annual rate of 9.8 percent. 



1976-77 TRENDS IN COLLECTIVE BARGAINING 

The Council will also release a paper reviewing overall trends in 
compensation and collective bargaining in 1976, and previewing the out- 
look for negotiations in 1977 in six major industries: construction, 
steel, telephone communications, bituminous coal, railroads and retail 



food. The report will analyze the significance of recent trends in 
collective bargaining such as the increasing incidence of cost-of-^ 
living escalators and the growth of employee benefits as a proportion 
of total compensation. 

PUBLIC SECTOR STUDIES 
EFFECT OF GOVERNMENT REGULATION 

On February 25, 1976, the Council announced the initiation of a 
study of the economic impact of federal regulation of the domestic iron 
and steel industry. The Council's study represents the first time that 
an agency of the federal government has examined the total impact of all 
government regulations which apply to a particular industry with emphasis 
on the aggregate benefits and aggregate costs which result from the 
application of those regulations, 

The first part of the study entailed compilation of a catalog which 
identifies and explains those federal regulations that significantly 
impinge on the industry. 

The second part of the study, sponsored jointly by the Council and 
the National Center on Productivity, is an appraisal of existing estimates 
of the economic impact of these regulations and an effort to develop 
improved methodological approaches which could facilitate future efforts 
to make better estimates of regulatory costs and benefits. This part of 
the study is under contract to Dr, Howard H. Pifer and Dr. Paul W. 
Marshall f consultants with extensive knowledge of the steel industry and 
its regulation. 

ECONOMIC IMPACT STATEMENT PROGRAM 

The Council and the Office of Management and Budget jointly com- 
pleted an extensive evaluation of the Inflation Impact Statement (IIS) 
Program in December. After reviewing this evaluation report, Presi- 
dent Ford signed Executive Order 11949 on December 31, 1976, This 
order changed the name of the IIS Program to Economic Impact Statement 
Program and extended the life of Executive Order 11821, which mandates 
these Statements, to December 31 , 1977, 

The President also announced on December 31 that he was asking 
the Director of OMB to consider making certain other administrative 
improvements suggested in the evaluation report, The Council staff is 
currently working with OMB staff toward implementation of these im- 
provements. The objective is to assure that competent Statements of 
Economic Impact Analysis (EIA) will be prepared and used by agency deci- 
sion-makers for all Executive branch proposals whose impact on the 
economy is substantial. 



APPENDIX A 



Council Members 



The Council consists of eight members and four adviser-members 
appointed by the President, The Council has a full -time staff headed 
by a Director who is appointed by the President, with the advice and 
consent of the Senate. 



Council Organization and Staffing 

The Council's staff is organized into five units; (i) the immedi- 
ate Office of the Director, (ii) the Office of Wage and Price Monitor- 
ing, (iii) the Office of Government Operations and Research, (iv) the 
General Counsel's Office and (v) the Office of Public Affairs and Con- 
gressional Relations, As of December 31, 1976, the Council's total 
staff was 51, including 33 professionals, most of whom are economists. 

The Council on Wage and Price Stability Act authorizes a $1,700,000 
budget for the Council's operations during each of fiscal years 1976 and 
1977. For fiscal year 1976, $1,589,000 has been appropriated for the 
Council's operations. For fiscal year 1977, $1-,607,000 has been appro- 
priated. This amount will allow the Council to continue its activities 
at the same level as in the past. 



COUNCIL ON WAGE AND PRICE STABILITY 



Co-Chairmen: 



Charles L. Schultze 

Chairman of the Council of Economic Advisors 

W. Michael Blumenthal 
Secretary of the Treasury 



Acting Director: 
Members : 



Robert W. Crandall 



Cyrus Vance 
Secretary of State 

Juanita M. Kreps 
Secretary of Commerce 

F. Ray Marshall 
Secretary of Labor 

Patricia Roberts Harris 

Secretary of Housing and Urban Development 

Thomas Bertram Lance 

Director of the Office of Management and Budget 

Zbigniew Brzezinski 

Assistant to the President for National 
Security Affairs 
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APPENDIX B 

The Council on Wage and Price Stability Act, 

Public Law 93-387 (August 24, 1974) as amended 

by Public Law 94-78 (August 9, 1975) 

AN ACT 
To authorize the establishment of a Council on Wage and Price Stabili 



Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That this Act ma> 
cited as the "Council on Wage and Price Stability Act 11 . 

Sec. 2 (a) The President is authorized to establish, withi 
the Executive Office of the President, a Council on Wage and Price 
Stability (hereinafter referred to as the "Council"). 

(b) The Council shall consist of eight members appointed t 
the President and four adviser-members also appointed by the Presider 

(c) There shall be a Director of the Council who shall be 
appointed by the President by and with the advice and consent of the 
Senate. The Director shall be compensated at the rate prescribed for 
level IV of the Executive Schedule by section 5315 of title 5, Unitec 
States Code. The Director of the Council shall perform such functior 
as the President or the Chairman of the Council may prescribe. The 
Deputy Director shall perform such functions as the Chairman or Direc 
of the Council may prescribe. 

(d) The Director of the Council may employ and fix the 
compensation of such officers and employees, including attorneys, as 
necessary to perform the functions of the Council at rates not to exc 
the highest rate for grade 15 of the General Schedule under section J 
of title 5, United States Code. Except that the Director, with the 
approval of the Chairman may, without regard to the provisions of til 
5, United States Code, relating to appointments in the competitive 
service, appoint and fix the compensation of not to exceed five posi- 
tions at the rates provided for grades 16, 17, and 18 of such Genera" 
Schedule, to carry out the functions of the Council. 

(e) The Director of the Council may employ experts, experl 
witnesses, and consultants in accordance with the provisions of sect' 
3109 of title 5, United States Code, and compensate them at rates no1 
excess of the maximum daily rate prescribed for grade 18 of the Genei 
Schedule under section 5332 of title 5, United States Code. 
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(f) The Director of the Council may, with their consent, 
utilize the services, personnel, equipment and facilities of Federal, 
State, regional, and local public agencies and instrumentalities, with 
or without reimbursement therefor, and may transfer funds made available 
pursuant to this Act to Federal, State, regional, and local public 
agencies and instrumentalities as reimbursement for utilization of such 
services, personnel, equipment, and facilities. 

(g) The Council shall have the authority, for any purpose 
related to this Act, to 

(1) require periodic reports for the submission of 
information maintained in the ordinary course of business; 
and 

(2) issue subpenas signed by the Chairman or the 
Director for the attendance and testimony of witnesses 
and the production of relevant books, papers, and other 
documents, only to entities whose annual gross revenues 
are in excess of $5,000,000; 

relating to wages, costs, productivity, prices, sales, profits, imports, 
and exports by product line or by such other categories as the Council 
may prescribe. The Council shall have the authority to administer oaths 
to witnesses. Witnesses summoned under the provisions of this section 
shall be paid the same fees and mileage as are paid to witnesses in the 
courts of the United States. In case of refusal to obey a subpena 
served upon any person under the provisions of this section, the Council 
may request the Attorney General to seek the aid of the United States 
district court of any district in which such person is found, to compel 
that person, after notice, to appear and give testimony, or to appear 
and produce documents before the Council. 

Sec. 3 (a) The Council shall 

(1) review and analyze industrial capacity, demand, supply, 
and the effect of economic concentration and anticompetitive 
practices, and supply in various sectors of the economy, working 
with the industrial groups concerned and appropriate governmental 
agencies to encourage price restraint; 

(2) work with labor and management in the various sectors of 
the economy having special economic problems, as well as with 
appropriate government agencies, to improve the structure of 
collective bargaining and the performance of those sectors in 
restraining prices; 



(3) improve wage and price data bases for the various 
sectors of the economy to improve collective bargaining and 
encourage price restraint; 

(4) conduct public hearings necessary to provide for 
public scrutiny of inflationary problems in various sectors 
of the economy; 

(5) focus attention on the need to increase productivity 
in both the public and private sectors of the economy; 

(6) monitor the economy as a whole by acquiring as 
appropriate, reports on wages, costs, productivity, prices, 
sales,, profits, imports, and exports; 

(7) review and appraise the various programs, policies, 
and activities of the departments and agencies of the United 
States for the purpose of determining the extent to which those 
programs and activities are contributing to inflation; and 

(8) intervene and otherwise participate on its own behalf 
in rulemaking, ratemaking, licensing and other proceedings before 
any of the departments and agencies of the United States, in 
order to present its views as to the inflationary impact that 
might result from the possible outcomes of such proceedings. 

(b) Nothing in this Act, (1) authorizes the continuation, 
imposition, or reimposition of any mandatory economic controls with 
respect to prices, rents, wages, salaries, corporate dividends, or any 
similar transfers, or (2) affects the authority conferred by the 
Emergency Petroleum Allocation Act of 1973. 

Sec. 4 (a) Any department or agency of the United States which 
collects, generates, or otherwise prepares or maintains data or informatio 
pertaining to the economy or any sector of the economy shall, upon the 
request of the Chairman of the Council, make that data or information 
available to the Council. 

(b) Disclosure of information obtained by the Council from 
sources other than Federal, State, or local government agencies and 
departments shall be in accordance with the provisions of section 552 of 
title 5, United States Code. 



(c) Disclosure by the Council of information obtained from a 
Federal, State, or local agency or department must be in accord with 
section 552 of title 5, United States Code, and all the applicable rules 
of practice and procedure of the agency or department from which the 
information was obtained. 

(d) Disclosure by a member or any employee of the Council of 
the confidential information as defined in section 1905 of title 18, 
United States Code, shall be a violation of the criminal code as stated 
therein. 

(e) Consistent with the provisions of section 7213 of the 
Internal Revenue Code of 1954, nothing in this Act shall be construed as 
providing for or authorizing any Federal agency to divulge or to make 
known to the Council the amount or source of income, profits, losses, 
expenditures, or any particular thereof, set forth or disclosed solely 
in any income return, or to permit any income tax return filed pursuant 
to the provisions of the Internal Revenue Code of 1954, thereof, to be 
seen or examined by the Council. 

(f)(l) Product line or other category information 
relating to an individual firm or person and obtained under 
section 2(g) shall be considered as confidential financial 
information under section 552(b)(4) of title 5 of the United 
States Code and shall not be disclosed by the Council. 

(2) Periodic reports obtained by the Council under 
section 2(g) and copies thereof which are retained by the 
reporting firm or person shall be immune from legal process. 

Sec. 5. The Council shall report to the President, and 
through him to the Congress, on a quarterly basis and not later than 
thirty days after the close of each calendar quarter, concerning its 
activities, findings, and recommendations with respect to the contain- 
ment of inflation and the maintenance of a vigorous and prosperous 
peacetime economy. 

Sec. 6. There is hereby authorized to be appropriated not to 
exceed $1,700,000 for each fiscal year ending prior to October 1, 1977 
to carry out the purposes of the this Act. 

Sec. 7. The authority granted by this Act terminates on 
September 30, 1977. 



ECONOMIC IMPACT ANALYSIS PROGRAM 

The Council play a major role in the President's Economic Impact 
Statement Program known as the Inflation Impact Statement Program prior 
to January 1, 1977).* The purpose of this program is to encourage 
Federal agencies to take greater account of the economic effects of 
their proposals for major new rules, regulations and legislation. When 
such a proposal is major (in terms of its cost impact on consumers, 
business, or Federal, state or local governments; or its effect on 
productivity, competition, employment or energy) a full economic analysi: 
(Economic Impact Analysis) must be prepared by the proposing agency. If 
the Economic Impact Analysis relates to a proposed rule or regulation, 
it is the Council's responsibility to review it. If the statement 
r el ?Jes toproposed Tegislation, responsibility for its review belongs 
to the Office of Management and Budget. 

After review of the agency's analysis, the Council may decide to 
make formal comments to the agency about the quality of its Economic 
Impact Analysis and/or about the economic consequences of the regulatory 
proposal It should be noted that criticism of an Economic Impact 
Analysis does not necessarily mean that the Council objects to the 
proposed regulation. It may mean simply that the Council thinks the 
agency should provide a better analysis of the regulation's likely 
economic effects. One of the Council's major aims is to help agencies 
improve the quality of their economic analysis so that important regu- 
latory decisions are made with fuller awareness of their economic 
consequences. 

Progress has been made in the administration of this program. In 
consultation with OMB and the Council, agencies have established criteric 
for identifying those proposals which are important enough to warrant an 
Economic Impact Analysis. Problems which were serious at the program's 
outsetparticularly tardy compliance and uneven analytical quality are 
gradually being resolved. While the Council has filed criticial comments 
in a number of rulemaking proceedings, most agencies are making a com- 
mendable effort to analyze more carefully the major rules and regulations 
they issue. 



*Established by Executive Order No. 11821 issued November 27, 1974; 
Executive Order No. 11949 issued December 31, 1976; and OMB Circular No. 
A-107, issued January 28, 1975. 
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APPENDIX D 



REPORTS BY THE COUNCIL ON WAGE AND PRICE STABILITY 



GENERAL STUDIES 



Concentrated Industries, Administered Prices, and Inflation; 
A Survey of Recent Empirical Research"^ CBeals, Ralph .} 
June 17, 1975, 45 pp, 

Price Behavior During the 1973*75 Recession, May 11, 1976, 47 pp. 



LABOR 



An Analysis of Certain Aspects of the Administration of the Davis*- 
Bacon Act. June 25, 1976. 14 pp, 

1976 Collective Bargaining Negotiations: A Background Paper, 
January 1976, 87 pp, 

Cost of Living Escalator Clauses and Inflation, August 1975, 77 pp. 

Union Relative Wage Effects: New Evidence and a Survey of Their 
Implications for Wage Inflation. (Ashenfelter, Orley.) 
June 2, 1976. 22 pp. 

1976 Collective Bargaining Settlements in the Trucking, Electrical 
Equipment, and Rubber Industries. September 24, 1976. 27 pp, 

State and Local Government Employee Compensation Data Needs. 
October 1976, 19 pp, 



AGRICULTURE AND FOOD PRODUCTS 

Report on Prices for Agricultural Machinery and Equipment. 
May 1976. 37 pp. 

Interim Report on Breakfast Cereals and Bakery Products, 



Report on Family Flour Prices, October 29, 1975, 8 pp, 

Government Regulation of Milk Markets: A Discussion Paper, 
December 3,' 1975, 29 pp. 

Marketing Spreads for Food 'Products, May 1976, 49 pp. 

Review of Economic Literature on Milk Regulation. (Public Interest 
Economics Center.} December 1975. 66 pp/ 

Staff Report on Shelf Inventory Reprtclng, December 6, 1974, 5 pp. 
Staff Report on Sugar Prices. May 1975. 97 pp, 

The Responsiveness of Wholesale and Retail Food Prices to Changes in 

the Costs of Food Production and Distribution, November 1976. 
__ 



AUTOMOBILES 

1976 Automobile Prices, November 11, 1975, 9 pp. 
Automobile Prices: January 1976. January 12, 1976. 4 pp, 

1977 Automobile Prices. October 27, 1976. 15 pp. 

METALS 

Staff Report of Aluminum Price Hearings. July 31, 1975. 2 pp. 
Metal Can Prices. June 1975. 36 pp. 
Report on Steel Prices. June 1976. 36 pp t 
A Study of Steel Prices, July 1975, 85 pp. 

Untitled paper synthesizing the discussion at the CWPS' December 16, 
steel symposium. (Marshall, Paul,) April 27, 1976, 84pp. 



Report of Aluminum Prices, 1974-75. September 1976. 243 pp. 

Preliminary Staff Report on the December 1 Steel Price Increase, 
December 2, 1976, 44 pp. 



OTHER INDUSTRIES 

Staff Report on Antifreeze Prices, May 4 ? 1976, 27 pp, 

A Study of Coal prices. March 1976, 97 pp. 

A Study of Chlorine, Caustic Soda Prices, August 23 > 1976, 62 pp, 

Price Increases and Capacity Expansion in the Paper Industry. 
December 1976. 71 pp. 

HEALTH 

The Problem of Rising Health Care Costs. April 1976. 30 pp. 

Employee Health Care Benefits, September 17, 1976. (41 Federal 
Register, pp. 40297-40326,} 

The Complex Puzzle of Rising Health Care Costs: Can the Private 
Sector Fit It Together? December 1976. 195 pp. 

FORMAL FILINGS OF THE COUNCIL ON WAGE AND PRICE STABILITY 

TRANSPORTATION 
CIVIL AERONAUTICS BOARD (CAB) 

National Airlines Proposed "No Frills" Promotional Fare. Dockets 
27607 and 27610. March 19, 1975. 

Trans World Airlines Proposed 1975 Youth 9 Senior Citizen, and Family 
" Fares, Dockets 27657, 27658, 27661, and 27685, April 1, 1975, 



World Airways , Inc, Application for a Certificate of Public Convenience 
and Necessity, Transcontinental Scheduled Source, Docket 27693, 
April 10 ? 1975, " 

Supplemental Notice of Proposed Rulemaking, One Stop Inclusive Tour 
Charters.. Docket 27135, May 16 ? 1975, 

Supplemental Notice of Proposed Rulemaking, Sped ail Event Charters, 
Docket 26810, May 16, 1975, ' 

American Airlines, Inc. 6 Percent Domestic Passenger Fare Increase, 
Docket 27947, May 16, 1975, ~~ 

Trans World Airlines 5 Percent Domestic Passenger Fare Increase , 
Docket 27947, May 16, 1975, 

Joint Petition for Emergency Procedures Council on Wage and Price 
Stability', Department of Transportation, and Federal Energy 
Administration, Docket 28191, August 19, 1975, 

Brahiff Airways, Inc., Continental Airways, Inc., Frontier Airlines, 
Inc., and Trans World Airlines, Inc,, Domestic Passenger Fare 
Increases. Docket 28235. August 27, 1975, 

United Air Lines, Inc, Passenger Fare Fuel Surcharge, Docket 28235, 
August 27, 1975. 

Civil Aeronautics Board Proposed Experimental Program to Test Conse*- 
quences of Deregulation. Docket 28048, September 15, 1975, 

National Airlines Proposed H No Frills 11 Promotional Fare, Supplemental 
Comments. Dockets 27607 and 27610, September 22, 1975. ~ 

Domestic Load Factor Standards. Docket 27417. December 15, 1975. 

Notice of Proposed Rulemaking, Advance Booking Charters. Docket 28852. 
March 19 ' 9 



Notice of Proposed Rulemaking, Advance Booking Charters, Supplemental 
Comments. Docket 28852. April 12, 1976, 

Application of Eastern Air Lines, Inc. for Discussion Authority. 
Docket 29439. October 7, 1976, 

Application of Midway Airlines, Inc. for a Certificate of Public 
Convenience and Necessity,/ Docket 29914 t October 22, 1976, 



Application of Pan American World Airways, Inc. for a Certificate of 

Public Convenience and Necessity. Docket 29952, November 15, 1976. 

Application of Rocky Mountain Airways, Inc. for an Exemption, Docket 
300.58. December 13, 1976, 

U.S, COAST GUARD 

Tank Vessels Carrying OH in Domestic Trade, CGD-2Q1 . December 4, 1975 f 

Tank Vessels Segregated Ballast Retrofit; Foreign and Domestic, 
CGD 76-075, June 30, 1976. 

FEDERAL AVIATION ADMINISTRATION (FAA) 

Aircraft Noise Retrofit Requirements. Docket AGO24, April 7, 1975. 

Aircraft Noise Retrofit Requirements, Docket AGO24, Further Comments 
to EPA on April 7 Filing, May 9, 1975. 

Noise Requirements Submitted to FAA by EPA on Civil Supersonic Airlines. 
Docket 10494, August 14, 1975. 

Use of Access Road to Dulles International Airport , 14 CFR Sec, 159.35, 
November 4, 1976. 

INTERSTATE COMMERCE COMMISSION (ICC) 

Findings of Market Dominance, Ex Parte No. 320, April 15, 1976. 

Interstate Transportation of Passengers by Motor Common Carriers. 
Ex Parte No. MC-95. June 24, 1976. 

Findings of Market Dominance. Ex Parte No. 320. September 13, 1976. 
Petition of Herman Bros., Inc. Ex Parte No, MC-103. September 29, 1976, 

Special Procedures for Making Findings of Market Dominance. Ex Parte 
No. 320. October 29, 1976, 

Separate Rates for Distinct Rail Services. Ex Parte No. 331. 
November 24, 1976, 

Practices of Motor Common Carriers of Household Goods, 49 CFR Part 
1056, December 1 , 1976, 



HEALTH, SAFETY, AND THE ENVIRONMENT 
DEPARTMENT OF TRANSPORTATION CDQT) 

Highway Safety Programs Standards, Occupant Crash Protection, 49 CFR 
Part 571 and 23 CFR Part 1204, August 3, 1976, ~~^ 

Financing of Aircraft Noise Reduction Requirements, December 1, 1976. 
ENVIRONMENTAL PROTECTION AGENCY [EPA) 

Transportation Equipment Noise Emission 'for- Medium and Heavy Duty 
"trucks^ Docket PNAC 74-1, May 9, 1975, 

Transportation Equipment Noise Emission for Medium and Heavy Duty 
"~l i rucks Additional Comments. Docket PNAC 74-1 , July 8,T975, 

Noise Abatement Regulation Submitted by EPA to FAA. Docket 15020, 
Notice 75-35, November 28, 1975, 

Emission Regulations for New Motorcycles, Docket AW-455, December 10 9 1! 

Proposed Evaporative Emission Regulations for Light Duty Vehicles and 
Trucks, 40 CFR Part 86 , March 18, 1976, 

Proposed Revised Light Duty Truck Regulations for 1978 and Later Model 
Year Vehicles. 40 CFR Part 86. April 12, 1976. -- 

Effluent Guidelines and Standards for Existing and New Sources in the 
~ Iron and Steel Manufacturing Point Source Category. 40 CFR 420, 
June 24, 1976. 

Regulations Governing State Underground Injection Control Programs. 
40 CFR 146. October 27, 1976. 

FOOD AND DRUG ADMINISTRATION (FDA) 

Proposed Exemption of Individually Wrapped Pieces of Confectionery 
from Required Net Weight Statements, May 19, 1975, 

Prescription Drug Proposals. Dockets 75 N0050, 0051, 0052, and 0054. 
September 26, 1975, 

National Shellfish Safety Program, Docket 75 N0075, October 17> 1975, 

Vinyl Chloride Polymers in Contact with Food. Docket 75 NO! 90, 
December 19, 1975, 
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Whole Blood and Red Blood Cells, Docket 75 N0316 T January 13, 1976, 

Drained Weights for Processed Fruits and Vegetables, Docket 75 PQ166, 
Msy 12, 1976, 

Infant and Junior Foods; Establishment of Common or Usual Name, 21 
CFR Part 102. Infant Foods; Percentage Declaration of Ingredi- 
ents. 21 CFR Part 125, October 13, 1976, 

Proposed Changes 21 CFR 310, (Labeling of estrogens for general use,) 
November 3, 1976. 

NATIONAL HIGHWAY TRAFFIC SAFETY ADMINISTRATION (NHTSA) 

Motor Vehicle Safety Standard 121 , Air Brake Systems, Docket 74-1 ? 
Notice 8. December 26, 1974, 

Motor Vehicle Safety Standard 105-75, Hydraulic Brake Systems, Docket 
70-27, February 11, 1975, 

Motor Vehicle Safety Standard 208, Occupant Crash Protection. Testi- 
mony before NHTSA Public Meeting, May 23, 1975, 

Motor Vehicle Safety Standard 121, Air Brake Systems, Testimony before 
NHTSA Public Meeting, May 23, 1975, 

OCCUPATIONAL SAFETY AND HEALTH ADMINISTRATION (OSHA) 

Occupational Noise Exposure Regulation. Docket OSH-11. March 31, 1975, 

Occupational Noise Exposure Standard for General Industry. Testimony 
before OSHA public hearing, June 24, 1975, 

Exposure to Coke Oven Emissions, Docket H-017A. Testimony before 
OSHA public hearing. May 11, 1976, 

Occupational Safety and Health Standards for Agriculture, 29 CFR 
Part 1928. August 6, 1976. 

Exposure to Inorganic Arsenic, Docket OSH-37, Testimony before 
OSHA Public Meeting. September 14, 1976, 

Occupational Noise Exposure, Docket OSH-11 A, Testimony before OSHA 
Public Meeting, September 22, 1976, 



CONSUMER AFFAIRS 

CONSUMER PRODUCT SAFETY COMMISSION (cpsc) 

Proposed Lawn Mower Safety Standard, October 3 ? 1975, 
Architectural Glazing Materials. March 15 ? 1976, 
Proposed Matchbook Standards, June 1 ? 1976* 

Commission Policy on Establishing Priorities, Testimony before Product 
Safety Advisory Council Public Hearing, August 17, 1976, 

FEDERAL TRADE COMMISSION (FTC) 

Proposed Trade Regulation Regarding Advertising of Ophthalmic Goods 
and Services. May 7, 1976, 

Care Labeling of Textile Products and Leather Wearing Apparel, 
September 24, 1976, 

Trade Regulation Governing the Sale of Used Motor Vehicles, 
October 21, 1976. 

U.S. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE (HEW) 
Nondiscrimination on the Basis of Handicap, September 14, 1976. 

Interim Regulations on the Acquisition, Alteration or Renovation of 
Facilities for Multipurpose Senior Centers, 45 CFR 911 . 
November 9, 1976. 



BANKING AND TRADE 

FEDERAL RESERVE BOARD AND FEDERAL DEPOSIT INSURANCE CORPORATION 
Interest on Deposits; Pooling of Funds, Docket R-0024, May 10, 1976, 

Interest on Deposits: Proposed Amendment to Permit Preauthorized With- 
drawals from Savings Deposits to Cover Insufficient Funds Items. 
June 14, 1976. 

U,S, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HUD) 
New Community Development Corporation, September 23, 1976, 



INTERNATIONAL TRADE COMMISSION CITC) 

Importation of Passenger Automobiles from Europe, Canada, and Japan, 
Investigation" No, AA 192MNQ-2, September 5 1 1975, 

Petition of American Footwear Industries Association, 'et'al * Docket 
TA~2Ql<-7, December 8, 1975, ^" 

Petition of the American Footwear Industries Association, 'et'al. 
Docket No. TA-201-18, December 7, 1976, 

Sugar, Investigation No, TA-2Q1-16, December 20, 1976, 
SECURITIES AND EXCHANGE COMMISSION (SEC) 

Eligible Securities; Dissemination of Quotations, File No, $7-648, 
October 6, 1976, 



COMMUNICATIONS 
FEDERAL COMMUNICATIONS COMMISSION CFCC) 

American Telephone and Telegraph Company 1975 Interstate Rate Increase, 
Transmittal No, 12241. Petition for Suspension and Investigation. 
January 23, 1975. 

American Telephone and Telegraph Company Charges for Interstate 

Telephone Service, Transmittal No, 12241, Motion for a Commission 
Order to Expand Hearing, March 17, 1975, 

U.S. POSTAL RATE COMMISSION 

Regulations Implementing Private Express Statutes. Docket R76-4. 
January 16, 1976. 



ENERGY 
FEDERAL ENERGY ADMINISTRATION (FEA) 

Mandatory Petroleum Price Regulations: Retail Gasoline Markup, 
March 21, 1975, 

Coal Utilization Regulations. March 21, 1975, 



Energy Conservation Program for Appliances t 10 CFR Part 430, 
June 9, 1976, 

Proposed State Energy Coiiservati on Plan Guidelines, July 9 ? 1976, 
FEDERAL POWER COMMISSION CFPC) 

Fuel Adjustment Provisions in FPC Rate Schedules, Docket RM 75^29, 
September 3,' 1975, 

Fuel Adjustment Provisions 1n FRC Rate Schedules, Docket RM 75-29, 
Supplemental Comments, October 7 ? 1975, 

DEPARTMENT OF THE INTERIOR (DO I) 

Proposed Procedures, Competitive Coal Leasing, 43 CFR Part 3520, 
April 20, 1976, 

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION (NOAA) 

Coastal Energy Impact Program Qualifications for State and Local 6ov 
ments. November 22, 1976, 



